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Rateu H. BLopGETT 


HIS article, as its title suggests, 
| [ is to be a discussion of current 
2 economic trends in the United 
States. Before trying to decide 
where we may be going in the 
future, it may be well to note briefly 
-where we have been in the past. In 
this country we have not had for 
| many years, if indeed we ever had, 
an economic system which corre- 
sponded perfectly to the ideal theo- 
‘retical model of an uncontrolled 
free enterprise system. Even before 
‘the war and before the great de- 
| pression we had a measure of gov- 
/ernmental interference with and 
control over the economic activities 
/of private people —in connection 
‘with the railroads, public utilities, 
) banking, monopolies and trusts, and 
foreign trade, for example. How- 
) ever, we did subscribe in general to 
| the capitalistic principle that gov- 
| ernmental interference with and 
| control over the economic activities 
| of private citizens is in itself not 

a good but an evil, and that it should 
| be accepted only when it appears 
| that it may be the means of prevent- 
ing or eliminating a greater evil 
} which would otherwise exist. Space 
| does not permit a detailed evalua- 
‘tion of the manner in which our 
} economic system operated on this 
| basis, but my personal opinion is 
| that it operated very successfully 
} on the whole. It had its problems, 
| but where is the economic system 
| that has no problems? Over the long 
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period of its operation, the record 
of our economic system has, I think, 
been far superior to that of any 
other economic system on earth. 


Governmental Control in the Great 
Depression. During the great de- 
pression after 1929, a majority of 
our people apparently decided that 
our economic system was not going 
to experience a natural recovery, 
and they apparently wanted the gov- 
ernment to step in and take respon- 
sibility for the successful opera- 
tion of the economy as a whole. In 
pursuing its objectives of recovery 
from the depression and permanent 
reform, the Federal government in- 
terfered with and controlled the eco- 
nomic life of this country to an 
extent far beyond that which we 
had previously known. Govern- 
mental regimentation appeared in 
agriculture, in industry and _ busi- 
ness, in investment banking, in the 
operation of the securities markets, 
in previously unregulated forms of 
transportation, and in many other 
places. I think no one in his right 
mind would either approve or con- 
demn all the acts and policies of 
the Federal government in this pe- 
riod, but it seems fair to say that 
the objective of reform sometimes 
conflicted with that of recovery 
from the depression, that the de- 
gree of recovery which occurred 
under governmental control was 
rather disappointing, and that re- 
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covery was far from complete at 
the outbreak of World War II. 


Governmental Control in Wartime. 
With our entry into the war, we 
were faced with a host of problems 
— problems of conversion of indus- 
trial facilities, of manpower, of raw 
material supplies, of rationing, of 
inflation, and of public finance, to 
mention only a few. These problems 
were similar in nature to those of 
peacetime. For example, even in 
peacetime, firms change over from 
one product to another, and indus- 
tries producing new products spring 
up while others die out. Some of 
the worst periods of inflation have 
occurred in peacetime, and the quan- 
tities of finished commodities and 
services are never adequate to 
satisfy the wants of all consumers, 
so that some form of rationing, 
whether by price changes or by the 
allocation of specific physical quan- 
tities, is always necessary. The eco- 
nomic problems of wartime differed 
from those of peacetime in magni- 
tude and urgency, rather than in 
kind or nature. However, most of us 
had sufficient respect for the scope 
and urgency of these wartime prob- 
lems that we were willing to agree 
that increased governmental control 
over economic life was temporarily 
necessary. 

The degree of governmental con- 
trol over economic life which was 
achieved during World War II en- 
tirely dwarfed anything which had 
ever existed before in this country. 
Long before the war was over, 
agencies of the Federal govern- 
ment were controlling output in 
many branches of production; the 
prices of commodities and services; 


wages and salaries; rents; the allo- 
cation of essential materials and 
equipment among industries and 
businesses; the distribution of labor} 
among industries, businesses, an 

the armed forces; industrial rela-| 
tions in many industries; imports} 
and exports; the apportionment of 
certain, scarce consumers’ goods! 
among the individual citizens, andl 
many other things. 


The Trend Toward a Controlled. 
Economy | 


Whether all these controls were 
necessary for the successful prose~ 
cution of the war and whether they) 
were well suited to the tasks whichi 
had to be performed need not con- 
cern us here. The fact to be empha- 
sized is that for several years we 
have been living in a controlled and 
planned economy which has not 
differed very much, in matters off 
economic policy, from those of the 
fascist countries. And the maini 
trend which will be discussed ini 
this essay is that toward maintain-; 
ing and continuing a controlled and| 
planned economy in this country in| 
peacetime. I am not concerned about} 
the name which we should give toi 
this type of economy, whether it be! 
fascism, socialism, anti-fascism, or’ 
anti-socialism, but I am concerned 
about its basic nature and what it 
may do to all of us. 


The Continuation of War Powers. 
The main trend which I have men- 
tioned rests upon a number of sub- 
sidiary tendencies which I shall ex 
plore briefly. For one thing, there 
is the tendency, exhibited by the 
Federal government, to retain its 
War powers in peacetime. The 


“shooting war” has already been 
‘over for about a year, but the war 
as a legal and governmental device 
is still on, presumably because many 
of the government’s war powers 
will expire in a short time after the 
war is Officially declared to be 
‘ended. Some of the actual economic 
controls of wartime are still with 
us, whereas others have been termi- 
| nated, at least temporarily, but the 
war powers of the government stay 
on. And if, as is sometimes declared 
to be official policy, we are to retain 
these war powers and some of the 
-economic controls until the econ- 
omy is operating satisfactorily un- 
ider them, we may have them on 
,our hands for a long, long time. 


Federal Finances. Another matter 
‘for concern is found in Federal 
‘finances and the tendency to keep 
}a high level of governmental ex- 
| penditures and taxation in peace- 
time. Besides all ordinary govern- 
- mental functions, we are told that 
“we must go in for full employment 
guaranteed or underwritten by the 
government; a system of social se- 
‘curity, popularly known as the 
“cradle-to-the-grave” variety, which 
will cover many more people, pro- 
vide against more risks, and furnish 
much larger benefits than the pres- 
ent system; and higher minimum 
wages, a national minimum per 
capita income, and a high wage 
policy in general, in order to main- 
tain purchasing power and aggre- 
gate demand. The advocates of such 
policies contend that they are neces- 
| sary to the continued existence and 
successful functioning of the capi- 
‘talistic or free enterprise system in 
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this country. I maintain that they 
are more likely to result in the de- 
struction of this system and to en- 
sure the future existence of a con- 
trolled and planned economy. 

If many of the policies now rec- 
ommended should be adopted, what 
would the annual expenditures of 
the Federal government amount to 
in the postwar period? Interest at 
2 per cent on a national debt of 275 
billion dollars would amount to 514 
billion dollars a year, or an amount 
about twice as great as total Federal 
expenditures in 1930. If any serious 
attempt were made to pay off the 
debt gradually, further large expen- 
ditures would be necessary. If the 
debt were not to be reduced in this 
fashion, it would have to be re- 
financed and probably at higher 
rates of interest, which would have 
much the same effect on Federal 
expenditures. Some people who are 
not much concerned about the size 
of the national debt assume that 
there is a virtually limitless market 
for government bonds in this coun- 
try at_an interest rate of about 2 
per cent, but I doubt very much 
whether this would be true in peace- 
time and in a free market. 

According to most pronounce- 
ments on the subject, our military 
and naval establishments and the 
armed forces in general will have to 
be maintained at a high level for 
some years to come, in order that 
we may protect ourselves from un- 
known or unmentionable dangers 
and may be able to play our part 
in international organizations for 
keeping the peace. The cost will 
certainly run into several billions of 
dollars annually. We shall have 


4 OPINION AND COMMENT 


other large expenditures for pen- 
sions, hospitalization, medical care, 
education, training, rehabilitation, 
and other projects undertaken for 
the benefit of veterans of the Sec- 
ond World War. Then we must 
add some billions of dollars for the 
operation of ordinary departments 
of the government, other billions 
for the maintenance of a complete 
system of social security for all or 
most people, and possibly still other 
billions for providing full employ- 
ment if that blessed condition does 
not result naturally. 

Just how large annual Federal 
expenditures would be on this basis 
is anybody’s guess, but all the esti- 
mates that I have seen call for Fed- 
eral expenditures which are far 
larger than those to which we have 
been accustomed in peacetime. Some 
people are thinking rather opti- 
mistically in terms of only 18 or 
20 billion dollars a year. Others see 
a possibility that Federal expendi- 
tures may run to 30, 35, or 40 
billions annually and, indeed, the 
Federal budget for the fiscal year 
1947, as published in January, 1946, 
calls for total expenditures of about 
36 billion dollars. At any rate, if we 
do not wish to add steadily to the 
already overgrown Federal debt, 
these expenditures will have to be 
made out of the tax revenue. This 
will call for a continuation of very 
high levels of taxation, and possibly 
a level not far removed from that 
which prevailed during the war. 

The point in all this is that our 
economic system probably could not 
operate in capitalistic fashion in 
peacetime if the government found 
it necessary to take a very large 


part of the earnings of business en-}| 
terprises through taxation while} 
leaving these same enterprises to} 
bear almost unassisted any losses} 
which they might encounter. And! 
certainly such a situation would be} 
most unfavorable for the expansion} 
of the economy and the foundation} 
of new enterprises on the basis off 
private capital. | 


Wage Proposals and Demands.) 
Further reasons for concern may be! 
found in present- -day proposals andj 
demands in connection with wages.|| 
It is proposed, for example, that aj 
national minimum wage high enough! 
to furnish a decent scale of living’ 
should be provided for all workers: 
employed by enterprises which are} 
actually in interstate commerce, or} 
which may find themselves unex-- 
pectedly in interstate commerce byl 
virtue of Supreme Court decisions. | } 
The proposal for a national mini-/ 
mum per capita income is even more}! 
comprehensive. And, of course, the! 
demands of many labor unions for} 
large increases in basic wage rates,| 
often coupled with an insistence! 
that the prices of the products sold! 
by the enterprises should not be: 
raised, are only too well known. | 

There is rather general agree-/ 
ment among economists that wages? 
should be advanced as productivity) 
increases in the economy as al 
whole, but modern wage demands} 
and proposals seem to have little} 
relation to this proposition. Rather} 
they seem to reflect the notion of} 
some governmental leaders that a) 
combination of high taxes and high) 
wages must be employed in order} 


| 


to make sure that business firms} 
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have only small earnings, lest they 


be tempted to the ignoble and anti- 
social feat of saving large amounts 
of their income. However, individ- 
uals have little incentive to operate 
existing enterprises, and even less 
to found new ones, if almost the 
entire money income of enterprises, 
over and above the other money 


expenses of production, must be di- 


vided between the workers and the 
government, leaving little if any in- 
‘come for the owners of the firms. 
| If private enterprisers have no in- 
centive to operate the industries 
| and businesses of the country, it 
| does not require occult powers to 
| decide who will step in and operate 
them. It seems foolish to set up 
| conditions under which a capital- 
| istic system cannot operate and 
then decide to have the government 
| take over because the system does 
| not operate well. 


| The Decline in Individual Morale. 
| A fourth factor underlying the 


trend toward a controlled and 


, planned economy in peacetime is the 
| decline which seems to have been 
| taking place in the morale of the 
| individual, in his independence and 

individualism, in that social asset 
| which may be called the individual’s 


sense of responsibility for his own 


| welfare. Many of our people have 
i been gradually falling into a frame 
| of mind in which they believe that 
| the world owes them a living, that 
| their welfare should depend upon an 
| all - providing 
| than upon their own abilities and 
efforts, and that the economic game 


government rather 


must be made into one in which 


everyone can win. There is no doubt 


that economic security is a wonder- 
ful thing, but it seems to me that 
it is far more satisfying when you 
provide it for yourself than when 
someone else provides it for you. 
However, many of our people do 
not seem to care very much who 
provides for them so long as some- 
one does, and are apparently willing 
to give up even their economic and 
political freedom in return for a 
measure of economic security. 


Full-Employment Policy. The final 
factor which I shall discuss is the 
widespread demand for a govern- 
mental guarantee of full employ- 
ment. In recent times, full employ- 
ment has been rapidly becoming an 
objective which everyone must fa- 
vor, or run the risk of being re- 
garded as unsocial. However, the 
advocates of full-employment policy 
seem to disagree considerably as 
to what the term means. It some- 
times apparently refers to a situa- 
tion in which everyone who is able 
and willing to work will also be able 
to find employment. This concept 
seems to assume that it is desirable 
from a social point of view to have 
everyone employed who is able and 
willing to work. However, during 
the war period, we had mothers 
working in factories while their 
young children, when not in school, 
had to shift for themselves at home 
or in the streets. We had young 
people working who should have 
been in school, and we had old peo- 
ple working who should have been 
retired, under normal conditions. In 
the postwar period, we may not 
want such people to have employ- 
ment even though they do not re- 
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tire voluntarily from the labor mar- 
ket but are still able and willing to 
work. In any case, however, the 
hope of having all available workers 
employed all the time is one which 
could hardly be realized through 
governmental policy or in any other 
way. 

Full employment has also been 
defined to mean a situation in which 
there will be more job-vacancies 
than applicants, although some in- 
dividuals will be out of work at any 
given time. Such a situation might 
be regarded as one of super full 
employment, except for the presence 
of some unemployed persons. Again, 
full employment may mean holding 
unemployment down to the irre- 
ducible minimum, numbering per- 
haps one to three million persons 
at a given time. Indeed, some people 
seem to think that a “float” of five 
or six million unemployed would 
not be inconsistent with the opera- 
tion of a full-employment economy. 

The meaning which is assigned 
to the objective of full employment 
will depend to some extent upon 
whether we think of it as a condi- 
tional or as an unconditional ob- 
jective. If it is a conditional objec- 
tive, then presumably we want as 
much of it as we can get without 
sacrificing other objectives which 
we also regard as important, such as 
individual economic and _ political 
freedom, a high rate of progress for 
the economic system, or a satisfac- 
tory level of real income. On the 
other hand, if full employment is an 
unconditional objective, then we 
want it even though, in order to 
get it, we have to give up our eco- 
nomic and political freedom, get 


along with an unprogressive econ 
omy, or sacrifice some of the real 
income which we could otherwis 
obtain. 

As a conditional objective, it 
might be well to define full employ-| 
ment as the highest level of employ-| 
ment which can be attained without} 
direct governmental control over} 
the economic system. However, such 
a definition would not be acceptable} 
to many of the wilder advocates of 
full-employment policy, who seem ta 
think that, if the thermometer indi-| 
cates that the temperature in thej 
house is too low for comfort, wei 
should not hesitate to apply the) 
governmental torch to the thermom- 
eter, regardless of consequences, im 
an effort to secure a more satisfac-) 
tory reading. That is, even though 
chronic unemployment is merely a 
symptom of certain fundamental! 
disorders which exist in the econ- 
omy, they think we should go di-| 
rectly to work on the matter of 
unemployment itself. 


Governmental Competition With 
Private Enterprises. I am greatly) 
concerned about the effects which 
the pursuit of full employment, asi 
an unconditional objective, might 
have on the nature of our economic 
system. In the first place, would it be 
possible for the government to make 
heavy expenditures in the process 
of creating employment without en- 
croaching on the fields which are 
traditionally reserved for private 
enterprise? Some advocates of the 
policy apparently have no worries 
on this score. The necessary govern- 
mental spending, it is said, would 
go on in such fields as education, 
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public health facilities, nutrition, 
slum clearance, and resource de- 
velopment, where the need for pub- 
lic outlay is great quite apart from 
‘the question of full employment and 
where there would be little inter- 
| ference with private enterprise. 

: The need for expenditures in 
these fields, however, is not un- 

‘limited, and governmental spending 
: for full employment might have to 
amount to 10 to 15 billions of dol- 
Jars in some years—or even year 
after year if, as some people think, 
there is likely to be a chronic short- 
age of spending for private invest- 
‘ment and consumption. In such a 
‘ease it would seem that we might 
have to fall back on the multiplica- 
‘tion of post offices and courthouses, 
if not on leaf-raking and hole-dig- 
| ging and refilling, if compensatory 
| spending were not to interfere di- 
| rectly with private enterprise. On 
‘the other hand, if governmental 
| policy in providing employment did 
involve direct competition with pri- 
vate enterprise, it might well dis- 
courage more employment-creating 
outlays than it furnished and lead to 
the gradual replacement of private 
enterprise by governmental enter- 
| prise. 

The Problem of Estimation. In the 
second place, disregarding the ques- 
‘tion of direct competition, would it 
| be possible for the government to 
{make good on an_ unconditional 
guarantee of full employment with- 
‘out assuming control over the eco- 
1 nomic system as a whole? Presum- 
ably the President, in addition to the 
regular budget of the Federal gov- 
-ernment, would have to prepare an- 


nually another document called a 
“national budget of production and 
employment.” This budget would 
estimate the total expenditures by 
consumers, private enterprisers, and 
government which would be neces- 
sary to assure a full-employment 
level of production in the ensuing 
fiscal year, and also the total ex- 
penditures by these same persons 
and agencies which are actually in 
prospect for the same period. If the 
latter total were expected to fall 
short of the former, additional gov- 
ernmental expenditures to raise ag- 
gregate demand to the desired level 
would be recommended. 

However, private spending for 
consumption and the spending of 
private enterprises for investment 
are not really given entities to which 
governmental expenditures for em- 
ployment creation could simply be 
added. Suppose, for example, that 
we are unwilling to increase the 
public debt any further, that we 
want the government to derive its 
funds for employment creation from 
taxation, and that large expendi- 
tures will be necessary. Heavy taxes, 
even though levied progressively, 
will cut into spending as well as 
unnecessary saving. Individuals in 
the higher tax brackets may be 
rendered unwilling to put any 
capital funds into risky ventures, 
since any gains which they may 
make will be largely taken by the 
government, whereas any losses 
which they suffer will be almost en- 
tirely their own. The necessity of 
paying heavy taxes on income may 
also produce distortion in the invest- 
ment structure, with overinvestment 
in some industries and businesses 
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and underinvestment in others, 
which will have unfavorable impli- 
cations for employment. In view of 
such considerations, how much ad- 
ditional tax revenue should the gov- 
ernment collect and spend in order 
to provide a given net increase in 
total employment? 

If the governmental guarantee of 
full employment is to be carried out 
on the ‘basis of deficit spending 
rather than taxation, the problem is 
no less complicated. Heavy deficit 
spending may affect business confi- 
dence and arouse fears of higher 
taxes later on, with adverse effects 
on the amount of employment 
furnished by private industries and 
businesses. Some prices may be more 
responsive than others to increases 
in the total volume of spending, and 
deficit spending may therefore in- 
duce distortions in the price struc- 
ture which in turn will influence the 
volume of private spending and em- 
ployment. Again, deficit spending, 
besides providing employment, may 
raise the general level of prices, and 
there is no way to determine accu- 
rately in advance how the influence 
of deficit spending will be divided 
between furnishing employment and 
raising prices. It is likely, however, 
that the latter influence will in- 
crease while the former will de- 
crease as the economy gets nearer 
and nearer to full employment. 

Some unemployment is of a type 
which has been called “structural” 
or “market imperfection” unemploy- 
ment, and results from such things 
as distortions in the price or wage 
structure, seasonal fluctuations in de- 
mand, frictions in the labor market, 
and abnormally low efficiency, re- 


liability, or adaptability on the part 
of workers. Deficit spending would} 
be expected to have very little, if 
any, favorable influence on unem-}! 
ployment of this type. Declines in\j 
private spending may be sudden, }} 
large, and highly unpredictable, and i) 
hence may render any preconceived |} 
spending program entirely inade-)} 
quate. 

In the light of such considera- | 
tions, it would seem very difficult’ 
to determine just how much deficit || 
spending should be undertaken at’ 
any given time in order to produce a || 
specified net increase in employ- || 
ment. Presumably the deficit spend-. 
ing engaged in by the government 
in the 1930’s was intended to induce | 
recovery and achieve a high level of | 
employment, but unemployment con- | 
tinued on a large scale throughout 
the period. It is easy to look back- | 
ward and decide that this spending 
program was ineffective because it|| 
was carried out on too small a scale, 
but much more difficult to decide 
what scale of deficit spending would | 
be adequate to ensure full employ- | 
ment a year or so in advance. High 
and low points in production and 
employment in our economy are | 
easy to detect several years after } 
they have occurred. It is quite | 
another problem to determine them | 
as of about the time when they | 
occur, and practically impossible to | 
determine them in advance, as would | 
seem necessary if governmental ex- | 
penditures for creating employment | 
were to be based on an orderly, | 
planned program. | 

It follows that any estimates of 
governmental expenditures neces- | 
sary to provide full employment, , 


| 
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whether the expenditures were to 
be financed through taxation or 
‘deficit spending, would be likely to 
be wrong in practice. If the full- 
‘employment scheme were tried over 
a period of several years, the esti- 
‘mated and actual governmental ex- 
-penditures were always wrong, and 
‘unemployment persisted, what would 
be the result? The program might 
be abandoned as impractical, but I 
-doubt that the government would 
‘want to give it up or that it would 
be allowed to do so. It is much more 
likely that the President and his ad- 
-visers would decide that full employ- 
ment could be maintained only if 
‘the government had the power to 
plan production, employment, wages, 
prices, and virtually everything else, 
for the economic system as a whole. 
‘Anyone can take it from there! The 
} completely planned and controlled 
‘economy would be at hand. 


Evaluation of the Controlled 
Economy 


| This discussion has not indicated 
that full employment guaranteed by 
‘the government, high controlled 
'wages which are only vaguely re- 
ated to productivity, a complete 
‘system of social security, and other 
‘things are either good or bad objec- 
| tives, or that we should or should 
“not seek them. It has only indicated 
| some of the reasons for thinking 
| that these objectives may be incon- 
| sistent with the operation of a capi- 
| talistic or free enterprise system and 
‘that they are likely to be attained 
} only in a planned and controlled 
‘economy. Now a planned economy 
} is not necessarily bad. Such a system 


could certainly operate more or less 
successfully. It could furnish us 
with some things which are difficult, 
if not impossible, to obtain under 
capitalism, and it would probably 
deprive us of some of the things 
which we are accustomed to have 
under capitalism. Whether or not 
we would like it is for us to decide. 


Advantages of the Controlled Econ- 
omy. A planned economy could pro- 
vide a degree of economic stability 
such as we have never known under 
capitalism. It could keep the wheels 
turning and the factories producing, 
and it could avoid those tremendous 
swings of boom and depression 
which have marked the operation of 
our capitalistic system. It could pro- 
vide full employment according to 
almost any definition which was con- 
sidered suitable and, within wide 
limits, it could devote almost any 
share of the national income to the 
purposes of social security. Without 
furnishing any guarantee as to the 
size of the total national real in- 
come, a planned economy could 
certainly provide for a more nearly 
equal division of income among the 
individual citizens than that which 
results naturally from the operation 
of a capitalistic system. Money in- 
comes, of course, could be made as 
large as desired, for the benefit of 
people who seem to find a peculiar 
satisfaction in taking in a large 
number of pieces of money for their 
services in a given period. On the 
whole, if we rated stability, security, 
and relatively equal division of in- 
come rather high on our list of eco- 
nomic preferences, we might like to 
live in a planned economy. Such a 
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system would probably appeal to in- 
dividuals who attribute their present 
lack of success to the evil workings 
of the capitalistic system rather than 
to their own inadequacies, who are 
convinced that the world owes them 
a living, and who are chronically 
unwilling to have their welfare de- 
pend on competition with other men 
in the market. 


Disadvantages of the Controlled 
Economy. On the other hand, a 
planned economy could not guaran- 
tee everyone a satisfactory level of 
real income merely by dividing the 
total income of the economy rather 
evenly among the citizens while 
keeping the factories and people at 
work. It is necessary to have a 
reasonably large national real in- 
come to divide before the shares, 
however nearly equal they may be, 
will also be adequate. The size of 
the total real income to be divided in 
a planned economy would depend 
upon the incentives of the people, 
other things being equal, and such 
an economy might have a serious 
problem of incentives. The problem 
would really have three phases. 
First, how do you get people to 
work? Second, how do you get them 
to work hard instead of merely go- 
ing through the motions? Third, 
how do you get people to undertake 
the most important, difficult, and re- 
sponsible work for which they are 
qualified? A planned economy, with 
compulsion as well as positive in- 
centives at its disposal, could prob- 
ably solve the first phase of the 
problem, but it might have more 
trouble with the second and third 
phases in view of its guaranteed 
employment, full social security, and 


it 
relatively equal division of income.|| 
In fact, a sharp further decline i i 
the individual’s sense of responsi-}} 
bility for his own welfare might 
occur. Bii| 

Again, we should be quite certaint| 
to experience a loss of freedom i 
the planned economy, and this mat-| 
ter also has several phases. Thell| 
planned economy can furnish free-H} 
dom from things— freedom fromi} 
want and freedom from fear (ex-1 
cept fear of the government) — butiff 
very little freedom as such. The in-}} 
dividual would no longer be free toil| 
found his own ‘enterprise in any)| 
field that pleased him and to produce; 
and offer for sale as much or as} 
little product as he wished. Hei} 
would no longer be free, as the} 
owner of land and capital, to devote} 
these agents to whatever purpose 
seemed likely to be most pro-ji 
ductive of income. He would not bet 
free to seek to maximize his income} 
in competition with other men andj 
to hold fast to what he could) 
acquire. 

The individual as a worker might} 
also lose freedom, for too much} 
security may not be good for labor} 
efficiency. If jobs at good wages} 
must be made available to all, what}! 
will keep the worker from taking a} 
week off to go fishing when he» 
pleases? If he feels below par in} 
the morning, what will keep him) 
from showing up for work at nine H 
or ten o’clock instead of at eight?) 
What will keep him from changing | 
his job frequently in a search for) 
greener pastures? Serious problems} 
of these kinds have arisen in the) 
Russian planned economy of full) 
employment, and the result has been | 
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severe limitations and penalties re- 
lating to absenteeism, lateness to 
work, and labor turnover, and even 
a labor draft to get people into 
various necessary but unpleasant 
lines of work. If similar devices 
were adopted in our planned econ- 
omy, the worker would find that he 
had reached security of employment 
at good wages only by being tied 
hand and foot in his job. He would 
learn that, if the government as- 
sumes responsibility for a person’s 
welfare, it is very likely also to as- 
sume responsibility for that person’s 
conduct. And he might come to sus- 
ipect that employment is only a 
‘means to an end rather than an end 
in itself. 

It is likely that labor organiza- 
tions would lose significance in the 
|planned economy. If full employ- 
ment is to be guaranteed at high 
wages and under good working con- 
ditions, the government here, as in 
)Russia, probably would not relish at- 
‘tempts on the part of labor unions 
ito secure still higher wages and 
‘better conditions of employment 
\through collective bargaining. As a 
fresult, the unions might well de- 
‘generate into organizations for car- 
yrying on social and recreational ac- 
tivities, for handling grievances 
within the enterprises, and possibly 
(for the detailed administration of 
{social security funds. While the gov- 
Kernment might require the workers 
(to be members of unions, these or- 
\ganizations and their leaders would 
¢be much less important than in our 
}present economy. 

| Finally, if we were to have a 
}planned and controlled economy, 
‘there would be another aspect of 


ig 


freedom to worry about. In theory, 
if the planners did not give the 
people what they wanted in a given 
period of (say) four or five years, 
the citizens would rise up at the 
next election, throw the rascals out 
of office, and substitute another set 
of planners who would make plans 
better suited to the desires of the 
people. But this might be easier said 
than done. Economic planning would 
require that enormous powers ‘be 
concentrated in the hands of gov- 
ernmental officials who were charged 
with the making and enforcement 
of economic plans, and these powers 
might be used to destroy democratic 
control of the government. The 
planners might come to think that 
they knew what the people wanted 
or needed better than the people 
themselves knew, and might be en- 
tirely unwilling to doff the great 
powers with which they had been 
clothed. It is a common experience 
to find that it is far easier to give 
great powers to governmental of- 
ficials than it is to get them back. 
Thus one of the principal plans on 
which the economic planners would 
work might be a scheme for keeping 
themselves in office. In practice, the 
planned and controlled economy is 
more likely to be associated with 
dictatorship than with democracy. 
In thinking over these probable 
losses of freedom in the planned 
economy, it occurs to me that we 
are too much inclined to evaluate 
freedom as a means to an end, and 
to overlook the fact that it is also 
an end in itself—a good to be 
sought, enjoyed, and cherished. We 
are too prone to criticize the results 
produced by the free operation of 
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the capitalistic system and to sus- 
pect that some other system of oper- 
ating under planning might produce 
better results. I think it would be 
better to reflect that the results of 
capitalistic operation are rather 
good on the whole, and that, in ad- 
dition, we have our freedom to en- 
joy in such a system. 

It is probably quite clear by now 
that I should personally not like to 
live in a planned and controlled 
economy. I have never had any idea 
that the world as a whole, or the 
aggregate body of citizens of this 
country, owes me a living. I have 
always expected to get and hold a 
job, if I could, on the basis of my 
abilities and efforts, and not because 


ment. I have always thought it taj! 
be my own personal responsibility tqj) 
provide myself with a high scale of} 
living and with economic security}}} 
or go without. The requirement thaf}| 
I should succeed or fail by placing} 
whatever ability I have in compe-+} 
tition with those of other men andj 
abiding by the results has neven} 


the people should be carried out. 
most of our people really believe that 
the advantages of the planned econ-} 
omy outweigh the disadvantages 
and want to live in that kind off 
a system, they should have the op-) 
portunity to do so. And in that case} 


they will deserve what they will get.{) 
someone guaranteed me employ- | 


Retooling of Industry.— Present conditions provide management with 
powerful incentives to offset higher manufacturing costs by replacing obso-| 
lete equipment with new, efficient, and labor-saving tools. Recent estimates} 
indicate that industry currently is operating with a larger number of over-} 
age machine tools than were in place twenty years ago. Replacement of} 
obsolete equipment was deferred during the war years, but the pressure of! 
increasing labor and raw material costs and the imminent return to a fully) 
competitive price system will greatly increase the rate at which inefficient! 
machines .are replaced. — From Monthly Review, Federal Reserve Bank of} 
St. Louis, July 1, 1946. | 


Postwar Business Finance.— Business concerns have made considerable 
progress in the past twelve months in preparing for large postwar civilian} 
markets. Despite work stoppages and industrial disputes in certain industries, | 
large additions to plant and equipment have been initiated and some civilian- 
type inventories have been accumulated. Many concerns have been able to}! 
finance a large part of the expenditures for expansion of business assets out} 
of their own funds. War producers have been aided by prompt settlement of 
war contracts and by liberal tax credits, while concerns engaged in civilian- 
type production and in the trade and service industries have derived funds 
from well maintained or increasing earnings. — From Federal Reserve Bul- 
letin, July, 1946. 


Illinois Shares in the Expansion 
of the Business Population* 


| DonaLp W. PADEN 
| Business Structure Division, United Stated Department of Commerce 


|| tion, there has been a marked 
4& increase in the number of busi- 
ness enterprises during the past two 
years. Almost 33,000 businesses 
were opened in the state in 1944 and 
1945, offset by only 17,000 discon- 
‘tinuances. Thus, during the past two 
years there has been a net increase 
in Illinois of 16,000 business con- 
cerns — 88 per cent of which have 
lopened with three or fewer em- 
ployees. 

_ The revival of interest in business 
ownership is due in large measure 
to a reversal of the factors which 
imade for the decline during the 
ar. The release of men from the 


T Illinois, as throughout the na- 


finnumerable small concerns to re- 
yplace those which were closed in 
11942 and 1943. 

Perhaps of equal importance in 
ithe present expansion of the busi- 
Iness population are the optimism 
iwhich prevails with respect to busi- 
Iness conditions, the gradually in- 
fcreasing supplies of goods, and the 
Idesire for security on the part of 


i* The present article is largely a con- 
idensation of material which has ap- 
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individuals, many of whom for the 
first time possess sufficient savings 
to acquire a business of their own. 
A substantial number of prospective 
businessmen also have been at- 
tracted by the possibilities of quick 
profits in lines of business in which 
a large backlog of demand promises 
easy sales, as in the case of auto- 
mobiles and household appliances. 


New and Discontinued Businesses 


The population of business firms in 
the economy is constantly in a state 
of change. Old firms are disappear- 
ing, new firms are being established, 
and going concerns are changing 
hands. The extent of this movement 
in the United States is shown in 
Table I for the period 1940-45 and 
reflects, at least in part, a process of 
selection in which the most efficient 
enterprises tend to survive — this in 
spite of the fact that the rate of 
entry is frequently highest in those 
lines in which the chances for sur- 
vival are notably poor. 

During the past two years roughly 
695,000 new firms have opened for 
business in the United States. These 
concerns have more than taken the 
place of the 295,000 firms which dis- 
continued business during the same 
period. An additional 630,000 enter- 
prises have been transferred to new 
owners either by reason of sale, re- 
organization, or interfamily trans- 
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TABLE I 


EstTIMATED NUMBER OF OPERATING Firms, NEw BusINnEssEs, DISCONTINUED 
BUSINESSES, AND BUSINESS TRANSFERS FOR THE UNITED STATES, 1940-46 


(In thousands) 


Number of firms, 


Year January 1 of 
each year 
VOAO re ccass: Sale arealcisve Dene aie eR GRe enc 3,307.4 
TOAD Fie cicisre st sistas secaieheietone sfercteccuete She 3,304.2 
1A rare cine, ol sielors copia leasieeeererers oie aneuke sas 3,341.0 
1909S ei ciecic ass cis Sects eeeic's eve eases 3,071.3 
OAs a revaeta aie neteisietotelnsd ais? s-0 motel ane 2,835.6 
OAS oor avers, cue icieraicneisiehe'o thersneleve: crea: olciells 2,964.8 
LOBOS ooioia ce coatlore ehereie e Sia eloierd ainveteeye 3,234.8 


1 Preliminary estimates. 
Source: U. S. Department of Commerce. 


fer. Thus, counting the number of 
new businesses together with the 
number of firms transferred to new 
owners, considerably more than 
1,000,000 people have entered busi- 
ness during 1944 and 1945. 

In the months ahead, the number 
of entrants should remain high, par- 
ticularly as problems of supply be- 
come less troublesome and as it 
becomes easier to build, remodel, 
and equip new places of business. 
New products, shifts in population, 
and the operation of the economy at 
higher than prewar levels are cur- 
rent factors favoring the further ex- 
pansion of the business population. 

Indeed, if the 1945 rate of entry 
continues throughout the remainder 
of the current year, there will be 
approximately 300,000 more firms in 
operation early in 1947 than before 
the war. Business opportunities still 
remain, however — in particular 
lines still depleted by the war, in 
new types of business, in growing 
communities, and as replacements 
for firms which will close in the 
future. 


New Discontinued Business 
businesses businesses transfers 

BD dino 360.5 

447.6 410.8 

334.7 604.4 

143.4 379.1 

272.8 143.5 

421.7 151.7 


Ofeayatey = Spee ro eetetetern Ge sii) | emetuleisom 


Business Birth and Death Rates | 


The rates of entry, discontinuanall 
and transfer for the various yearsi 
may be found from Table I by di-) 
viding the number of births, deaths,; 
and transfers by the number of firms} 
in operation at the beginning a 
each year. | 

Thus, in both 1944 and 1945 ap-; 
proximately 5 per cent of the totall 
number of firms in business at the} 
beginning of the year discontinued! 
business during the course of the} 
year — as compared with 11 and 12 
per cent in 1940 and 1941. Although} 
these figures seem high, they still] 
do not include enterprises which for 
one reason or another are sold tol 
successors and remain in operation. 
They are, however, influenced by! 
such diverse causes of discontinu- 
ance as business failure, death or 
retirement of proprietors, the opera- 
tion of selective service, and by pro- 
prietors leaving business to take 
jobs in industry. The high rate of 
discontinuance in 1942, — 20 per 
cent — was undoubtedly due in large 


part to the draft and to the expan- 
sion of employment opportunities in 
war industries. 

The rate of business entry at the 
present time is back to prewar 
levels. In 1944 and 1945, these rates 
were 10 per cent and 14 per cent, as 
against rates in 1940 and 1941 of 11 
and 14 per cent. 

The even higher rate of entry 
which seems probable for 1946 
raises a number of questions con- 
cerning the wisdom of many of the 
ventures which are being under- 
taken. Are prospective businessmen, 
for example, entering lines of busi- 
mess in which the chances of sur- 
vival are most promising? How well 
qualified in terms of experience and 
jability are the entrants who are now 
jopening businesses? Do they have 
isuffcient capital to weather a post- 
‘war depression? Are they assured 
‘of sufficient merchandise and mate- 
jrials to survive the present recon- 
‘version period? 

| A partial answer to the first of 
jthese questions is provided by sta- 
itistics on business mortality pub- 
slished by the Department of Com- 
“merce. By consulting this material 
jthe prospective businessman can get 
some indication of the risks involved 
‘in different types of business. Va- 
‘rious manuals on establishing and 
‘operating one’s own business, more- 
}over, summarize the experience of 
) successful businessmen and make it 
available to newcomers in the field. 
When the prospective entrepre- 
neur asks for comparative rates of 
| profit or the capital requirements of 
\ different types of businesses, or in- 
| quires whether a given community 
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can reasonably expect to support an 
additional enterprise of a given 
type, the information is less satis- 
factory. In large part, the individual 
must depend upon his own judgment 
for the answers to these questions. 

Quite apart from the number of 
new and discontinued enterprises is 
the number of business transfers, 
also shown in Table I. These have 
increased from 280,000 in 1944 to 
346,000 in 1946. Changes of owner- 
ship have thus occurred in 10 and 
12 per cent of the total number of 
firms in business during the past 
two years, as compared with rates 
of 6 and 8 per cent in 1942 and 1943. 

As in the case of real estate, many 
of these transactions have un- 
doubtedly been made at inflated 
values —a factor which may be of 
considerable importance in influenc- 
ing the long-run stability of these 
enterprises. In this connection it 
might be noted that in a study of 
bankruptcies made by the Depart- 
ment of Commerce in 1929-30, the 
decline of real estate values was 
mentioned, by the persons who 
failed, as a cause of failure second 
only to business depression. Al- 
though many of the cases in this 
study involved persons engaged in 
real estate or construction activities, 
inflated capital values when coupled 
with heavy indebtedness are poten- 
tially dangerous, regardless of the 
type of business which is being con- 
sidered. 


Business Turnover in Illinois 


The pattern of business turnover in 
Illinois closely resembles that for 
the remainder of the nation. Table 
II shows the number. of new, dis- 


TABLE II 


Estrmatep NumBer oF New BusInessEs, DiscoNTINUED BUSINESSES, AND TRANS-}/ 
FERRED BUSINESSES FOR ILLrNors, 1944 anp 1945, py INDUSTRY AND BY SIZE* 


. New Discontinued | Transferred 
Industry and size businesses businesses businesses 
Albangisties SrOupsiswieteulisie erolelos eieke cis scat ihe lars: < ost « 33,000 16,700 47,100 
Mining and quarrying ue 300 300 200 
Contract construction. . ; 3,400 1,500 1,000 
INET CLS RIE Ghats ens oid s COR aE CROLL S CROMER En TORRE RCN 3,300 1,200 2,400 
Transportation, communication, and public utilities... 1,800 800 1,000 
AV IOIESA Ie tT AGS aoe ei tie c,< cote odes oa slag mire tetale ew hls wots 3,400 1,100 1,700 
PRELATCIAGE Rit cre meer tor ace abersnecarcresnts retarsdevbuneala iefelsseretsss.e-6 9,800 6,100 23,000 
Finance, insurance, and real estate...............+.. 4,400 2,200 10,400 
SELVICEHITOESETIES sity craic. oletsralctele ees cine nPevandranet ayers} voreraiias 6,600 3,500 7,400 | 
| : 
PAVIESIZENO TOMS oe aiciotele ave avle ore tone: shor stoieys) atesareteustocseisi eis: ers Shs 33,000 16,700 47,100 
ING SS OCS, he OH AEG Sie Baas Eee ir ary nee ee 14,700 7,700 18,500 
TS) GN SOMSosy 4 co pan oobbin op eobe=ae OOC Ado NBUpGOOU 14,400 6,800 20,000 || 
LENE, OPP TES WEEE Rey SEE ie ier RR CRESS Oe HERE RENE NCR el CCHERCAT 2,700 1,300 5,100 \} 
Soi QTD NV SE5 bs cn su code Oo WS Ooo DDO One OC aanoD 900 600 2,200 | 
QO-49TEMPlOVEES cere ciom win witcyebenc/ Peleieueds. vislelrustsusie iaicier ese 200 200 900 \| 
DOM INOTEAEMPlOVEES a ase wiele oie evens ev anle rece tela ee @) shel lonelie 100 100 400 
1 Preliminary estimates. Figures are rounded to nearest 100. 
Source: U. S. Department of Commerce. 


continued, and transferred firms in 
the state for the two years 1944 and 
1945. Roughly 30 per cent of the 
new firms are in retail trade, 20 per 
cent in the service industries, 13 
per cent in the finance-insurance- 
real estate group, and the remainder 
in other lines of business. In the 
national totals, Illinois (represent- 
ing 6 per cent of the population) 
accounted for approximately 5 per 
cent of the new businesses, 6 per 
cent of the discontinued businesses, 
and 7 per cent of the business trans- 
fers in the country. 

When these data are classified by 
size of firm, as is done in Table II, 
it becomes apparent that small en- 
terprises play a predominant role in 
the continuous turnover of business 
firms. In Illinois, for example, 88 
per cent of the firms established 
during the past two years had 3 or 
fewer employees. Similarly, 87 per 
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cent of the discontinued firms and] 
82 per cent of the business transfers} 
were in this same size category. 

Recent data on changes in the} 
total number of firms in Illinois are} 
available only for retail trade. The} 
number of retail businesses report-} 
ing sales tax collections in the state} 
declined from 130,700 in January,| 
1941, to 106,200 in January, 1945. 
More recently there has been a sub- 
stantial increase — from 112,300 in| 
January, 1946, to 116,300 in March 
of this year. Almost half of Illinois’ 
wartime deficit in number of retail 
firms is now recovered. 

If Illinois is similar to the rest 
of the country, the size of the busi- 
nesses which are now opening will 
be an important factor in their sur- 
vival. During each of the past two 
years roughly 6 out of every 100 
concerns with three employees or 
fewer discontinued business during 


ithe course of the year, as compared 
iwith 1 out of every 100 for firms in 
the largest size group (50 or more 
jemployees). In this connection, how- 
jever, it should be pointed out that 
the high rate of mortality among 
small enterprises may be due as 
jmuch to the overcrowding made 
(possible by easy entry into some 
flines of business as to internal in- 
i efficiencies connected with smallness 
ritself. 


First-Year Mortality 


Even in normal times the first year 
bof operation for a business enter- 
iprise is a critical period. In 1939, 
(for example, the average sales per 
store for establishments up to 1 year 
of age were approximately $7,000. 
'This was doubled for firms in the 
second year of business, and rose to 
$49,000 for stores which had been in 
! business 34 years or more. 

| Other factors conspire to make 
i the first year of operation dangerous 
)— difficulties in securing trade and 
‘bank credit, a lack of experience in 
|} meeting even the ordinary problems 
of business operation, uncertainty 
/ with respect to employees and sup- 
| pliers, the absence of an established 
iclientele, and at the present time 
i difficulties in securing merchandise 
{and materials. 

| Of concerns with employees which 
) started business in 1944, roughly 16 
i per cent were closed by the end of 
the year. For specific lines of busi- 
ness, variations in the rates range 
§ from 4 to 39 per cent. These first- 
fyear discontinuance rates were 
| being realized, moreover, at a time 
| when the over-all rate was much 
j below prewar levels. 
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For the major industry groups, 
first-year mortality among business 
concerns was most severe in retail 
trade and the service industries, in 
which 22 and 16 per cent of the 
firms discontinued business the first 
year. The ease with which some 
types of enterprises can be estab- 
lished in these fields undoubtedly 
contributes to these high rates. 

Wholesale trade, on the other 
hand, experienced very few first- 
year casualties, with only 6 per cent 
of the new firms discontinuing busi- 
ness within the course of the year. 
Other studies have indicated that 
this low rate existed even before the 
war. Similarly, only about 7 per 
cent of the new firms in the finance- 
insurance-real estate group discon- 
tinued business during the first year. 
The shortages which have charac- 
terized other lines of business are in 
sharp contrast to the situation en- 
joyed by financial institutions dur- 
ing 1944. Bank holdings were at an 
all-time high, the real estate market 
had nearly reached boom propor- 
tions, and insurance was available 
in almost unlimited supply while 
people held more money than at any 
other time in history. 

With ratios of 12, 14, and 15 per 
cent, respectively, firms in manu- 
facturing, the transportation-com- 
munications - public utility group, 
and construction had a higher per- 
centage of survival during the first 
year than retail trade. Firms are 
larger in these fields, the corporate 
form of organization is more fre- 
quent, and war requirements have 
dominated these segments of the 
American economy. 
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Within retail trade, over one- 
third of the new filling stations, as 
well as more than one-third of the 
eating and drinking places, were 
casualties within the first year. Part 
of the reason for the high rates is 
undoubtedly the nature of these 
businesses, one characteristic of 
which is small size. 

Ninety-five per cent of the filling 
stations and 81 per cent of the eat- 
ing and drinking places before the 
war either had fewer than four or 
no employees at all. Since filling sta- 
tions and eating and drinking places 
account for approximately one-third 
of all firms in retail trade, the in- 
fluence of these lines of business 
upon the over-all mortality rate for 
retail trade is substantial. 

Food and liquor stores, account- 
ing for another one-third of retail 
trade, had a relatively low mortality 
rate, with only about 14 out of every 
100 firms discontinuing the first 
year. The initial wartime reduction 
in number of firms which eliminated 
many of the weaker enterprises, and 
a sales volume larger than before 
the war, apparently more than off- 
set the difficulties associated with 
rationing and scarcity of employees. 
Previous studies indicate that when 
conditions return to normal a much 
larger rate will become evident, 
particularly since 93 per cent of the 
stores in this group had fewer than 
four employees in 1939. 

Among other retail lines the light- 
est mortality during the first year of 
operation was among hardware 
stores, home furnishings concerns, 
and “other automotive” dealers. In 
this connection it is interesting to 
note that furniture stores and hard- 


ware dealers were also among a 
stores with the highest average age 
of establishment in 1939 — 16 andi}; 
21 years, respectively. The relativel 1 
large capital investment and the ex 
perience needed to enter these lines} 
of business may be responsible, a 
least in part, for their high life 
expectancy. i] 

First-year mortality rates for en-\) 
terprises established more recently) 
are not yet available. Newspaper ac- |} 
counts, however, are beginning tojj 
tell of veterans who have failed to} 
make a go of their businesses. The 
Wall Street Journal has recently ob-}| 
served that the biggest cause of GI t 
business failures has been the short- 
age of merchandise. This has been} 
particularly acute in the electrical | 
appliance and radio field. 

To some extent the GI Bill of! 
Rights is helping veterans through 
the first year by guaranteeing every | 
self-employed veteran an income of | 
$100 a month for roughly 12 months. | 
For example, if a filling station 
operator with the proper service 
credits makes only $75 in a given 
month he may upon application to 
his State Unemployment Compensa- 
tion Agency obtain an additional $25, 

In Mlinois, 2,251 veterans re- 
ceived such payments in April of. 
this year—as compared with 292 
in January. Roughly 30 per cent of 
these payments were made to veter- 
ans who were operating businesses 
— as distinguished from farming 
and the professions. 

In view of the large number of 
people who are now entering busi- 
ness, it seems almost inevitable that 
the number of  discontinuances 
should rise in the future. At the 
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present time the rate is considerably 
\below prewar levels — presumably 
_because of the wartime scarcity of 
mew firms and the high levels of 
employment enjoyed during the past 
i few years. 

Precisely when the firms now en- 
itering business will start to drop 
out depends upon factors which are 
largely unpredictable, even aside 
»from possible variations in purchas- 
ing power. It has often been ob- 
served that although it is not diffi- 
cult for an experienced banker to 
yjudge which of his clients is on the 
pverge of failure, it is extremely easy 
o underestimate the extraordinary 
efforts which a man will make when 
ufaced with financial disaster. 


The Business Population Expands 


(The net effect of the turnover in the 
population of business firms is 
ishown by figures on the total num- 
ber of operating firms. The large 
number of discontinuances early in 
whe war, coupled with a dearth of 
fnew firms, led to a precipitous drop 
in the business population in 1942 
and 1943. During the past two years, 
siowever, the number of firms in the 
pJnited States has risen steadily 
“rom the wartime low of 2,836,000 
'n December, 1943, to 3,235,000 at 
©he beginning of this year — 160,000 
Short of the prewar high. 

} In general, the movements of the 
jvarious industry divisions have been 
ery similar. The number of firms 
Eleclined early in the war and have 
J ince recovered their wartime losses, 
i Ithough in varying degrees. Mining 
nd manufacturing were exceptional 
jn that the upward trend in the 
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number of firms was not interrupted 
by the war. 

The number of retail stores has 
followed the same general pattern 
as other industries — a prewar peak, 
a rapid decline to the end of 1943, 
and a marked upward trend through 
1944 and 1945. This upward move- 
ment in the last two years amounted 
to 14 per cent and resulted in nearly 
every retail group’s recovering at 
least part of the earlier wartime 
loss. A few lines —liquor stores, 
other automotive dealers, hardware 
and farm implements, home furnish- 
ings, and appliances and radios — 
now exceed prewar peaks. General 
stores is the only group which con- 
tinues to decline. 

Changes in the number of firms 
in operation have apparently had 
little relation to the volume of sales 
since 1939. Although the total retail 
population fell through 1942 and 
1943, sales have risen steadily and 
in 1945 stood at 175 per cent of the 
1939 level. 

This failure of number of firms 
to follow a rise in sales is particu- 
larly marked in eating and drinking 
places, apparel, shoes, grocery 
stores, other food stores (including 
meat and seafood), and general 
stores. In all these lines of business, 
average sales per store in 1945 were 
more than 200 per cent of 1939 
sales; yet the number of stores 
either fell or stayed about the same. 

The increasing sales per store 
during this period were accompa- 
nied in many lines of business by a 
marked reduction in operating ex- 
penses — pointing to one possible 
cause of the high cost of distribu- 
tion in our economy; namely, that 
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in normal times distributive outlets 
characteristically operate at less 
than optimum capacity. 

In contrast to other lines of busi- 
ness, the sales of automobile dealers 
in 1945 amounted to only 46 per 
cent of 1939 sales. The number of 
dealers in operation, however, was 
4 per cent higher. Here the increase 
in number of dealers is obviously in 
anticipation of future business. 

The increase in the number of 
household appliance and radio deal- 
ers has also caused considerable 
comment in recent months. By the 
first of this year the number of 
firms in this field was 9 per cent 
above 1939 levels; sales, on the other 
hand, were up only 11 per cent. 
Although the sales record for this 
group is considerably better than 
for automobile dealers, the percent- 
age rise is still much less than the 
75 per cent rise in sales for retail 
trade as a whole. As radios and 


household appliances become more} 
plentiful, however, sales in this line t 
may be expected to boom. 

The rapid expansion in the popu- 
lation of business firms which has} 
been described above must sooner or} 
later come to an end. At exactly) 
what time or at what level cara 
be foreseen. It seems reasonably cer-} 
tain, however, that the continued|} 
operation of many of the firms now}, 
being opened depends upon the main-} 
tenance in the economy of a high|} 
level of production and employment.|/ 

Even under the most favorable}! 
circumstances the opening of a new} 
business is a risky undertaking. Free} 
enterprise, however, implies the}! 
right to try, even though thet! 
chances of failure may be great.|| 
By forewarning prospective busi-} 
nessmen of the facts of businessi} 
mortality at least part of the costl) 
of failure may be avoided. 


Increase in Farm Population. — The farm population of the United States}! 


increased from 25,190,000 in January, 1945, to 25,990,000 in January, 1946,}} 
according to estimates prepared jointly by the Bureau of the Census and the}) 
Bureau of Agricultural Economics. The increase of 800,000 more than offset} 
a decrease of 330,000 during 1944; hence the number of persons living on}) 
farms in January, 1946, was about half a million higher than in January, 1944.}} 
The 1945 increase, which was made up largely of men returning from mili-}| 
tary service, represents an arresting of a downward trend which averaged}} 
about one million a year between 1940 and 1945. Because of this sharp de-'| 
cline, which took place chiefly during the defense period and the earlier warit 
years, the farm population at the beginning of 1946 was approximately// 
4,500,000 smaller than on April 1, 1940, the date of the last Federal census. — } 


From Domestic Commerce, June, 1946. 


HERE are two Russias to un- 
| derstand. The one is the 

; Russia represented by the goy- 
}ernment of the Soviet Union and 
‘led by Stalin; the other is the Rus- 
) sia of 185,000,000 people of various 
Nationalities and ethnic and linguis- 
tic groups spread over the vast ex- 
panse of Soviet territory, the largest 
part of whom — about 90,000,000 — 
are Great Russians. The first Russia 
is the most articulate at the present 
| time, and its voice rings out loudly 
iin the council of nations. This Rus- 
‘sia seems to many to drive ahead 
‘with an almost relentless force to- 
wards expanding Russian territory 
jand spreading the sphere of Russian 


To understand this Russia, 
one must be familiar with Russian 
politics-as they have been affected 
)by the geographic location of the 
land, and with Russia’s agelong 
struggles to reach ice-free ports and 
ithe open sea. 

) Starting as a small principality in 
the middle of windswept plains with 
‘a nucleus around Kiev, the Slav 
Acountry grew until under Peter the 
iGreat and Catherine II it reached 
the shores of the Baltic and the 
\Black Seas, both land-locked. Mov- 
hing across the vast stretches of 
Siberia the Russians established 
themselves on the north coast of 
She Pacific, icebound during the long 
iwinter months. Russia has never 
yeen satisfied with being thus shut 
in, but her attempts to get the con- 
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trol over the Dardanelles have been 
frustrated by the British and her 
movement toward a warmer sea in 
Asia has been stopped by the 
Japanese. Now Russia, after having 
thousands of her towns and villages 
devastated and millions of her sons 
and daughters maimed and killed, 
feels herself sufficiently strong to 
have her dreams come true. 

We in the United States should 
not be surprised that victorious Rus- 
sia took back Estonia, Latvia, Lith- 
uania, parts of Finland, which she 
considers necessary for her defense, 
Eastern Poland (largely occupied 
by White Russians and Ukrain- 
ians), and Bessarabia, all of 
which territories belonged to Rus- 
sia before the first World War and 
were taken away from her in her 
hour of defeat. Naturally, the small 
states which were created in accord- 
ance with some racial, ethnic, or 
linguistic lines and which saddled 
Europe with hundreds upon hun- 
dreds of additional frontiers did not 
relish their return to Bolshevik- 
controlled Russia. However, unless 
another war is to be fought to up- 
hold the partitioning of Northeast- 
ern Europe into small principalities 
or quasi-democracies—a war to 
maintain the status quo as it was 
established by the treaty of Ver- 
sailles and subsequent arrangements 
—one will have to accept the in- 
evitable. 

The United States, which has been 
insisting on Western Hemisphere 
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solidarity, and Great Britain, which 
is doing all in her power to pro- 
mote good will towards her in the 
Western bloc, which by some 
stretch of political imagination in- 
cludes Italy and Greece, can not ob- 
ject to Russia’s insistence on having 
cooperative independent govern- 
ments in the countries adjacent to 
her, as long as Russia acknowledges 
the independence of these countries. 

If we had undergone Russia’s 
two dreadful experiences within a 
quarter of a century, and if we had 
on our borders instead of friendly 
Canada and weak Mexico a fascist 
Germany to the north of us and an 
imperialistic Japan to the south, we 
too would have pursued a foreign 
policy similar to that of the Soviets. 
And no guarantee by Russia or any 
other great power, or a combination 
of powers, to come to our assistance 
in case of need would have in any 
way altered our course. 

Stalin never wanted to be dragged 
into a World War. As long as any 
hope remained, his foreign minister 
Litvinov fought a tenacious battle 
in the League of Nations to turn the 
pretense of collective action into 
reality. The betrayal of the Loyal- 
ist government of Spain by the 
major Western powers, which left 
that country at the mercy of Nazi- 
and Fascist-supported Franco, and 
the exclusion of Russia from the 
four-power conference at Munich, 
which brought about the appease- 
ment policy, drove Russia first into 
isolation and then to the conclusion 
of the non-aggression pact with 
Germany. Stalin may or may not 
have read Mein Kampf, but he knew 
of Germany’s designs on the 


Ukraine and the Caucasian oil fields. 
Rightly or wrongly, he suspected 
that the Western powers were ma- 
neuvering so as to bring about a 
Nazi attack on Russia in the hope |} 
that this would save the rest of || 
Europe from Germany’s quest for 
“Lebensraum.” The Russian dicta- |} 
tor outwitted the British and French |} 
diplomats, and so the European war | 
started with a German attack on 
Poland. Russia had been saved for 
a while and had gained some ad- | 
ditional time to prepare herself for || 
the onslaught. 

The Red Army fought bravely 
and was supported magnificently by 
the guerilla fighters. But the brav- |) 
ery of the Russians — their willing- |, 
ness to suffer and to die in the || 
defense of their land — is not a new || 
thing in Russian history, nor is the |} 
“scorched earth” policy new there. || 
Long before the adoption of the} 
communistic ideology and the estab- | 
lishment of the dictatorship of the 
proletariat, at the time of the Na-} 
poleonic invasion the would-be con- |} 
queror of Moscow found that the 
retreating Russians left the city in 
flames and ashes. Private property 
was never considered by the Rus- 
sians as an untouchable institution 
to be preserved at the expense of 
other manifestations of social and 
economic life. The Rumanian oil 
fields and the plants and factories 
of Belgium, France, and Czechoslo- 
vakia were delivered intact to the} 
Nazis. If they had been in Russian} 
hands they would have been de-} 
stroyed, as Dnepropetrovsk was} 
blown up, at the approach of the} 
German armies. 


Russia’s defeat in the first World 


} War was due not to any lack of 


courage and ability to fight on the 


} part of the Russian soldiers, who 
»suffered tremendous casualties on 
ithe battlefield, but to the compara- 
‘tive backwardness of the country, 
»to the corruption in the Czarist 
} government, to German sympathies 
fon the part of some of the higher 
4 officials, and to an outright betrayal 
; by some of the generals. Russia fell, 


the Czar abdicated, and on the ruins 


b of his empire, after an abortive at- 
6 tempt to establish a more or less 
) democratic regime, the Bolsheviks 
f came to power. For the vacillating 
¥ policy of Kerensky there was sub- 
} stituted a ruthless totalitarian re- 
'gime. The chains were broken, and 
| those who had nothing to lose but 
their chains, the masses that had 
‘been kept in ignorance and subju- 
® gation, rose in their wrath. The 
) upper and middle classes, the of- 
| ficials, the nobility, the professional 
j men, the upper clergy—all were 
i swept away. Under the Czars, they 
lived a life distinctly apart from 


that of the rest of the Russian popu- 
lation: they dressed in fashionable 
clothes, ate in well-appointed restau- 


} rants, listened to good music, played 


cards, and read poetry and novels, 


§ without giving much thought to the 
) toiling masses on the land, in the 
} mines, and in the factories, who 
earned barely enough to sustain 
| themselves 
) level. 


above the starvation 


The sensibilities of the moderates 


4} and of the liberals in the United 
* States and in Western Europe were 
_ shocked by the spectacle of frenzied 


extermination of those who stood 
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in the way of the establishment of 
what was to be a classless society 
in Russia, by the ruthless uprooting 
of all those institutions which had 
formed the backbone of Russia’s 
civilization in the past. They were 
shocked by the destruction of 
churches, the breaking up of icons, 
the burning of holy scriptures, the 
proclamation of godlessness on the 
part of the Revolutionary leaders. 
The Bolsheviks’ fight against the 
church in Russia has been a fight | 
against an institution which all 
through the Czaristic regime stood 
on the side not of righteousness but 
of despotism, an institution which 
all through the reign of autocracy 
connived with authorities to: keep 
Russian masses in ignorance and 
superstition, an institution which 
seldom if ever raised its voice 
against pogroms, exile to Siberia, 
and executions. There were cathe- 
drals and incense-burning, pealing 
of bells and chanting, and gorgeous 
religious ceremonies in Russia under 
the Czars, but there was no real 
religious spirit there. The religious 
leaders lacked moral fiber and social 
vision and the lower clergy were 
almost as ignorant as the peasants 
themselves. 

The church had been a willing 
tool of the Czar, its official head 
since Peter the Great. In no serious 
cause, perhaps with the exception 
of Father Gopon, did it stand out 
for men as against the arrogance 
and cruelty of the nobility and the 
Court. Through centuries of its ex- 
istence the Russian church never 
produced a Huss, a Zwingli, or a 
Savonarola. Like the nobility and 
the court, the Greek Orthodox 
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church owned vast estates, some in 
the most fertile parts of Russia. 
Partly in order to protect its hold- 
ings, and partly because of sym- 
pathy with the old regime of which 
it formed a part, it participated 
actively in opposing the Reds and 
was crushed with the rest of the 
opposition. 

Russian women played an im- 
portant role in Revolutionary move- 
ments. Although Czarist laws barred 
them from universities, the Revo- 
lutionists welcomed them in their 
study circles and in their groups 
of conspirators; many women died 
on the scaffold or were sent to Si- 
beria in the reign of the Czars. The 
educated class of Russia never ques- 
tioned the right or the ability of 
women to work side by side with 
men in all fields of human endeavor. 
In no other country were there to 
be found so many women engineers 
and technicians, agronomists, archi- 
tects, and physicians, as well as so 
many women working in factories, 
working with pick and shovel, cart- 
ing wheelbarrows, and carrying 
heavy loads, as in post-Revolution- 
ary Russia. 

And in no other country have 
women risen to the defense of their 
country with greater fervor, greater 
fearlessness, and greater disregard 
for life than in Russia. Like men, 
they have been trained in the use 
of weapons, and whether old or 
young they fought and fell side by 
side with men in many combats with 
the enemy. 

One of the great weaknesses of 
the Czarist regime was an attempt 
to stamp out national tendencies 
among the various peoples living in 


the empire, an attempt to Russify 
them all by force. The Bolsheviks 
reversed this policy. While retain- 
ing centralization and a strict con- 
trol over the economic life of the 
country, they abolished racial dis- 
crimination, and permitted a revival 
of national customs and traditions, 
of cultural aspirations and expres- 


sions. Soviet policy is to permit the 


use of its own tongue and culture 
to every group; textbooks are pub- 
lished in dozens of different lan- 


guages and dialects, and schools are | 


established to meet the habits and 


characteristics of different peoples. 


all schools 
they all empha- 


One thing, however, 
have in common: 


size not individual rights, but social 


responsibilities. The children are 


taught that mines, factories, rail-— 


roads, fields, and forests belong not 
to private individuals to be used for 
the making of profits but to the 
people as a whole, who through their 
government utilize them for the 
benefit of all; natural resources are 
a common heritage to be scientifi- 
cally developed in order to raise the 
general standard of living; in 
history, geography, and literature 
classes emphasis is laid on the fact 
that there is no such thing as a 
superior race, that all races are 
equal, that racial prejudice is a 
mark of ignorance or is a conscious 
criminal act. 

The spirit of the Russians has 
always been a spirit of tolerance and 
friendliness. The Great Russians, 
the Small Russians or the Ukrain- 
ians, the White Russians, the Kal- 
mucks and the Kirghis, the Bash- 
kirs and the Georgians, the Jews, 
and the Armenians have been 


, welded into a more or less homoge- 
} neous unit, ready and eager to de- 
+ fend their native soil against foreign 
} aggression. This unity is not the 
result of the dictatorial power of 
ithe government, however important 
{that may be as a contributing factor, 
| but of the democratic spirit and the 
+ love for their country, and for what 
»the country stands for, which per- 
#meates the whole fiber of Russian 
f life. 

The Russians, who form the pre- 
‘dominant part of the population in 
§ the Soviet Union, have never looked 
» down upon those who dwell in their 
-midst because of the difference in 
1 the color of their skins, in the shape 
) of their heads, or in the slant of 
i their eyes. The pogroms which took 
place during the Czarist regime 
| were largely instigated from above 
| by the government, and they were 
= executed by turbulent Cossack tribes 
) and by the vicious and irresponsible 
% part of the populace deliberately 
} made drunk for the occasion. 

| Whether one likes or dislikes the 
* Soviet system and the coercive 
methods which have been used by 
the Soviet government, he must 
t marvel at the accomplishments 
which have been achieved in trans- 
* forming in so short a time a com- 
( paratively backward country, a 
country the bulk of whose popula- 
tion was illiterate peasants, into a 
highly industrialized nation which 
) was capable of resisting the mech- 
anized hordes of the Nazis. Millions 
of ignorant peasants have been 
taught to write and to read, to 
handle machines and tractors, air- 
‘planes and anti-aircraft guns. The 
* Russian Mujik emerged as a Ca- 
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pable mechanic, a skilled factory la- 
borer, a first-class soldier. 

These results were made possible 
because the Russians are naturally a 
clever people, a people that has 
always been thirsty for knowledge, 
a people whose contributions to art 
and literature rank as high as those 
of any other nation. Through 
national planning the production of 
the country has been channeled into 
heavy industries, iron and_ steel 
goods, and chemicals; these grew at 
an unprecedented speed because of 
sacrifices imposed on the people, 
who had to forego not only comforts 
but often bare necessities in order 
to accelerate the mechanization and 
rearmament of the country. 

It is idle to speculate what would 
have been the fate of Russia and 
perhaps the rest of the world, if 
after the fall of the Czar a demo- 
cratic regime had been established 
there; but if the developments in 
the great Western European democ- 
racies and in the United States can 
offer any criterion, Russia before 
and after the accession of Hitler to 
power would have lost itself in de- 
bates in the Duma, in bickerings 
among the opposing factions, in 
strikes. and lock-outs. Russian in- 
dustrialization and the mechaniza- 
tion of Russian agriculture would 
have proceeded more slowly and the 
large-scale industries established 
there would have followed the gen- 
eral pattern of such industrializa- 
tion, i.e., the first industries would 
have been those producing consum- 
ers’ goods. Russia would have had 
more flour and sugar, more shoes 
and textiles, and more furniture; 
Russian people would have been 
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better fed, better dressed, and bet- 
ter housed, but less well prepared to 
resist the onrush of the Nazi troops. 
This is not a glorification or justi- 
fication of a totalitarian regime with 
its concentration camps and purges, 
its suppression of the freedom of 
speech, press, and other freedoms 
considered essential in democracy, 
of a regime which imposed untold 
miseries on people while it drove 
ruthlessly ahead towards solidifying 
its own power, towards establishing 
a new economic order and making 
Russia better prepared to meet the 
enemy on the field of battle, as 
Lenin and Trotsky and later Stalin 
were sure would come to pass. 
But it is something to think about 
that the Soviet Union was the only 
country which took Hitler’s threats 
to peace seriously enough to match 
his expenditures for military pur- 
poses when he came to power; 
whereas England, France, and the 
United States were continuing to 
spend the same sums of money for 
rearmament as before, Russia began 
to rearm herself feverishly. The 
army was purged, and some inno- 
cents may have been liquidated 
along with those guilty of sympa- 
thizing with the Germans, but the 
result was that the Russian troops 
were not led by a Weygand or a 
Petain who were fascists or royal- 
ists at heart, but by generals who 
rose from the depth of the Russian 
soil, who advanced from the ranks, 
who were reared in the school of 
bitter experience. Children of a rail- 
road watchman and a waitress, a 
peasant farmer and a charwoman, 
in their early days they knew many 
privations but they believed in the 


ultimate success of the Russian eco- 
nomic order to provide a better, | 
more abundant life for the masses. || 
Aroused by Nazi atrocities, they 
were determined to drive the mech- 
anized hordes of Germany from the 
Soviet Union. 

The Russians are not a suspicious 
people by nature, but they have been 
made suspicious of the capitalistic 
world; this suspicion has been bred | 
artificially by the Soviet Govern- 
ment which found it easy to incul- | 
cate distrust of foreigners among 
the people of Russia. Did not the 
Western Powers support Kolchack, 
Wrangel, Denikin, and other coun- 
ter-Revolutionists during the Civil 
War? Did they not prophesy an 
early collapse of the Bolshevik re- 
gime and try to speed up this col- 
lapse? Did they not frustrate all 
efforts on the part of Russia, while 
she was a member of the League of 
Nations, to curb Hitler? And when 
Russia lay prostrate after the first 
World War, did they not agree to 
the transfer to other peoples of 
much of the territory which for a 
long time had formed an integral 
part of Russia? And now when a 
strong Russia has been reincorpo- 
rating some of this territory into 
her body politic, has not this been 
called expansionism and imperial- 
ism? And, reverting to the early 
struggles of Revolutionary Russia, 
did not the bourgeois press of Eu- 
rope and the United States spread 
all sorts of lies about the happenings 
in that country? 

Bloody as the class revolution was 
and heartless as was the extermina- 
tion of the non-conformists by the 
hundreds of thousands, the leaders 
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of the Bolshevik revolution were 
jnot drunkards and sadists as they 
lave been depicted in the reaction- 
ary papers of the outside world. 
fanatics they were, and unfortu- 
nately the more than century-long 
truggle of the Russian people 
ugainst the iniquities of the Czar- 
ystic regime was canalized by them 
nto the cause of the dictatorship of 
the proletariat. 

| While theoretically the Russian 
ociety is a classless one, as the 
‘ipper and middle classes have been 
piquidated in the holocaust of the 


Bolshevik revolution, there is no 


ialist Republics. This inequality has 
Been growing with the passing of 
‘ears so that before the German in- 
asion, although a common laborer 
fere was not better off — perhaps 
fven worse off —than his compeers 
ha many capitalistic countries, the 
jngineers and managers of indus- 
rial enterprises, the successful nov- 
lists and composers, the ballet 
fancers, the high government of- 
}cials, and the army generals were 
jommanding sizable incomes and 
jould buy many consumers’ goods 


1 There is no limit placed on the 
Imount of wealth which a citizen 
if the Soviet Union can accumulate 


Qutside one’s ability to work with 
jrains or with brawn are govern- 
jient securities, and there are plenty 
if these in the realm now. The peas- 
4t can claim as his own a cow, a 


i 
} 
? 


few chickens, and his hut, and he 
has a share in the cooperative un- 
dertaking; he can not become a ku- 
lak, but the majority of peasants 
are much better off than they were 
under the Czar. 

Russia has been changing since 
the early days of the Revolutionary 
upheaval, and the enduring qualities 
of the Russian people are beginning 
to reassert themselves. There has 
come back to Russia respect for 
marriage, for the sanctity of the 
family life, and for the privacy of a 
home, in so far as this is attainable 
under present conditions. Again it 
is difficult to obtain a divorce. The 
preoccupation with a world revo- 
lution has been supplanted by an 
effort to put one’s own house in 
order; a new national hymn has 
taken the place of the International 
and the Orthodox Church, no more 
feared by the State, is once more 
beginning to take a place in the life 
of the nation. 

This change has been reflected in 
the literature of the country. The 
emphasis on the wonderful accom- 
plishments of the Bolshevik regime 
which was to be found in the early 
post-Revolutionary period has been 
supplanted by poems, plays, and 
novels dealing with the common 
folk of Russia, with their joys 
and sorrows, their sufferings and 
achievements; a literature somewhat 
similar to that by which Russia has 
become known to the world outside 
is once more making its appearance 
on the literary horizon of Russia. 

To know the Russian people one 
must dwell among them at least for 
a while; break bread with them, 
which is not hard to do as the Rus- 
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sians are a hospitable people; be 
able to converse with them, which 
is also easy, as notwithstanding the 
limitations placed by the govern- 
ment on the freedom of speech, they 
like to discuss their own problems 
and those of other people. In lieu 
of this one must read Russian books, 
not books written by superficial ob- 
servers, not even by foreign cor- 
respondents who lived in Russia for 
some length of time, but the works 
of Dostoievsky, Tolstoy, Tourgenev, 
and Gorky, the poems of Pushkin, 
Lermontov, and Nekrasov, the plays 
of Ostrovsky and Chekhov, to men- 
tion but a few; perhaps one may 
supplement this by listening to Rus- 
sian music, the music of Glinka, 
Tchaikovsky, Borodin, Rimsky-Kor- 
sakov, or Shostakovich, by looking 
at the pictures of Verestchagin, or 
Repin. Then the Russians will 
emerge not as Asiatic barbarians 
as the Germans were depicting them, 
but as a people whose contributions 
to arts and sciences and to world 
civilization are at least on a par 
with those of any other land. 
Unlike the Germans, the Russians 
have never considered themselves a 
master race destined to rule the 
world, but they are a proud people, 
conscious of the size and vast re- 
sources of their country both in 
the bounties of nature and in the 
genius which they possess. They 
are proud of the valor which they 
displayed in fighting the Germans 
and in helping to rid the world of 
the scourge of Nazism. They are a 
grateful people, grateful for the as- 
sistance which they received from 
the United States, even though the 
Bolshevik government played down 


this assistance for propaganda pur- 
poses. They are a_ peace-lovin 
people, notwithstanding the aggres 
sive voice of official Russia. Ther 
is nothing that the Russians nee 
and want more at the present tim 
than peace—peace to heal thei 
wounds, the extent of which we ini 
this country can hardly realize; 
peace to rebuild their devastate 
land, to re-establish their shattere 
economy, and to begin life ane 
free from the fear of foreign in- 
vasions. 

During the war, when Russi 
fought fearlessly and well, turnin 
defeat into victory, retreating only) 
to advance later and smash the 
enemy, we admired the prowess 0: 
her army, the skill and determina 
tion of her military leaders, and th 
stamina of her people. Many d 
luded themselves into thinking tha 
the Soviet government was less dic 
tatorial and uncompromising tha 
it really was. Under the exigencie 
of the war, Stalin made a few con 
cessions to please the democracies 
such as the abolition of the Com 
intern and reconciliation with th 
Orthodox Church; it was a give 
and-take policy, mostly give on ou 
part, because we knew that withou 
giving all possible assistance to Rus 
sia, it would be harder for us to de- 
feat Hitler, and many more of our 
sons would have to be sacrificed. 
Now we realize that while during 
the war the Soviet leaders exalted 
patriotism and nationalism, funda- 
mentally they have not changed: 
their attitude towards capitalism an¢ 
free enterprise remains the same 
they dislike it just as much as we 
dislike Bolshevism. 
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| The government of Russia is sus- 
picious of Great Britain and the 
jJnited States. We must allay these 
puspicions. This does not mean a 
»olicy of appeasement, but under- 
tanding of Russian psychology 
jinged with Marxism, understand- 
‘ng of the reactions of a young gov- 
trnment for the first time feeling its 
ytrength and importance in inter- 
Mational affairs, understanding of 
he skepticism of this government 


with regard to a proposed future 
organization of world society when 
it sees that actions do not always 
follow the words. It is not likely 
that we shall soon be able to have 
the same friendly, cordial relations 
with the Soviet Union as we have 
with Western democracies, but we 
should be able to cooperate with the 
Russians. Unless we do, there is 
little hope for an enduring world 
peace. 


emand-Supply Relationship. — The basis for the current pressure on 
prices can be found in the imbalance which prevails between demand and 
upply. As a rough indication of this imbalance, it might be noted that dis- 
posable income of consumers so far this year has been running at about 70 
»er cent above the same period of 1941 while manufacturers’ shipments have 
»een only 40 per cent higher. If demand and supply were in closer balance, 
irices could not be increased without discouraging sales and production. It 
thould also be noted that demand at the present time is augmented to an 
tnusual degree by the necessity of replenishing inventories throughout the 
}roduction-distribution system and by the backlog of fixed capital replace- 
tent and expansion. — From Survey of Current Business, June, 1946. 


Widening Distribution of Corporate Ownership. — The habit of thinking 
if large corporations as impersonal aggregations of capital is responsible for 
Jauch of the agitation against them. There is probably little general realiza- 
dion of the extent to which corporate ownership is being broadened to take in 
)avestors in all walks of life, including many of the corporations’ own em- 


twnership received marked stimulus by the First World War which ac- 
tuainted millions of people with investment securities, and later by the 
jountry’s industrial growth and the increased incomes and savings of the 
Neople. The tendency has continued, and an increasing number of companies 
‘1 their annual reports have given and commented on the data of stock 
twnership. For a great many companies, the number of shareholders now 
xceeds the number of employees. — From the June letter of the National 
‘ity Bank of New York. 
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USINESS men and consumers 
B who have suffered repeated 
frustrations in their quests 
for surplus war materials since the 
end of the war have had their hopes 
renewed by a recent overhauling of 
the governmental machinery for dis- 
posing of such goods. 

Widely circulated stories cast a 
cynical and fantastic light on the 
inadequate handling of this postwar 
problem. A certain Baltimore ware- 
house, according to one tale, has an 
entire floor given over to storage of 
uniforms and kits manufactured for 
Federal troops during the Civil War. 
Another relates that steel shell bil- 
lets, left over from World War I, 
are still to be found in various stor- 
age yards. More recently, rumors 
have been current that ships laden 
with trucks in transit to World War 
II Pacific fronts on V-J Day dumped 
their cargoes overside and that huge 
quantities of building materials, 
long since released by the military 
services to disposal agencies, have 
not yet found their way into the 
hands of home builders. Almost 
everyone can recount an even “bet- 
ter” one that he has heard. 

Many, perhaps most, of these 
stories are sheer fabrications. Others 
contain an element of truth but have 
been distorted and exaggerated in 
repeated telling. Some of them, how- 
ever, are true enough to indicate 
that the handling of the disposal 
problem at first did not differ 
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greatly from methods used in thet 
past. \} 
So many other obviously critical], 
and urgent problems — control andj 
disposition of energy released by), 
atomic fission, differences with the} 
Soviet Union over peace treat 
terms, domestic price control and}, 
inflation, labor-management dis | 
putes, and so on — demand attentio 

that news about disposal of wa 
property seldom makes the news- 
paper headlines. The problem, nev 
ertheless, is neither small in mag-) 
nitude nor one that can safely be 
put off. It is estimated that property) 
costing $30 billions has already be-+) 
come or soon will become surplus, 
and its usefulness to the peacetime) 
economy decreases with every pass-}/ 
ing day. 


Surplus Property Act of 1944 


The end of the war did not catchi 
the government completely unpre-) 
pared to deal with the issue. During} 
the war several agencies (such as) 
the Metals Reserve Corporation, the} 
Steel Recovery Corporation, and the 
Reconstruction Finance Corpora 
tion) devised makeshift procedures) 
for channelling raw materials and. 
component parts which would be 
come surplus under one contract o 
in one plant back into production 
under another contract or in anothen, 
plant where they were urgently re4+ 
quired. These arrangements, off 
course, were recognized to be in+ 


adequate for the job of postwar 
disposal, and in October, 1944, Con- 
igress passed the Surplus Property 
Act. 

However commendable the fore- 
sight of Congress in taking action 
‘before the end of the war, the early 
‘drafts of the statute aroused such 
stormy debates in both houses that 
‘in its final form it represented a 
thodgepodge of compromises. By 
\providing something to satisfy the 
‘special demands of each pressure 
Pgroup, the Act makes it almost im- 
/possible for an official to pursue any 
sone of the twenty specified objec- 
) tives without laying himself open to 
the charge of defeating or at least 
islighting some other objective. 
| Among other things, the Act aspires 
ito achieve prompt and complete dis- 
posal of surplus property but with 
idue regard to the protection of free 
}markets, to utilize normal channels 
'of trade and commerce but to dis- 
6 courage monopolistic practices and 
6 speculative purchases, and to estab- 
)lish and develop foreign markets 
}but to avoid dislocations of the 
domestic economy and of interna- 
tional economic relations. As one 
S hard-pressed administrator recently 
) remarked, no matter how ably and 
) conscientiously the job of disposal 
bis carried out, the statute provides 
} grounds for almost any complaint 
} that might be raised. 


Surplus Property Board 


| Under the Act, there was estab- 
i lished a Surplus Property Board to 
| which were assigned some, but not 
I all, of the disposal functions other 
| agencies had _ been performing. 
} Enough different agencies continued 
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to carry on disposal activities that 
during the rest of the war, and even 
for a few months thereafter, admin- 
istration of the Act was a chaotic 
tangle of overlapping jurisdictions 
on the one hand and disavowals of 
responsibility on the other. 

In some of these agencies, further- 
more, responsibility for important 
day-to-day decisions rested in men 
having the typical minor civil serv- 
ant’s dread of Congressional criti- 
cism. This fear, a healthy check on 
slipshod administration, favoritism, 
and bribery, sometimes becomes so 
exaggerated that the operations of 
an agency settle down to a routine 
game of bureaucratic buck-passing. 
Some part of this unfortunate de- 
velopment in surplus property dis- 
posal, of course, is attributable to 
the contradictory mandates of the 
Act itself, and another part must be 
laid at the door of certain Congress- 
men who, out of a desire to make 
political capital or perhaps from 
mere habit, seem prone to criticize a 
necessary administrative decision no 
matter which way it is made. 

Another unfortunate result of the 
division of responsibility was that 
it prevented any agency from bring- 
ing pressure to focus on the military 
services to declare war materiel and 
property surplus without delay. 
Until the fighting was over, the 
Army and the Navy were quite 
properly reluctant to release any- 
thing at all before they had ex- 
plored all possible uses alternative 
to the original one. Their hesitancy 
has continued since V-J Day and 
may be justified in some degree by 
the unsettled state of the world and 
their responsibility for being pre- 
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pared to meet any eventuality. 
There is little doubt, however, that 
the services have often been unjusti- 
fiably slow in releasing, to urgent 
needs of the peacetime civilian 
economy, materiel which has lost 
any conceivable military usefulness. 


War Assets Administration 


Early this year, practically all do- 
mestic disposal functions were 
transferred from the several agen- 
cies which had been performing 
them to a War Assets Administra- 
tion under the chairmanship of Lt. 
Gen. E. B. Gregory, former Quar- 
termaster General of the Army.’ 
(Disposal of overseas surpluses is 
administered by the State Depart- 
ment through the Foreign Liqui- 
dating Commission!) Some idea of 
the magnitude of WAA’s task is 
indicated by the fact that property 
costing $15 billions has already 
been declared surplus, and, as pre- 
viously stated, it is estimated that 
the total will eventually reach $30 
billions. This enormous mass of 
goods is so heterogeneous — rang- 
ing from “sweaters” for carrier 
pigeons to a completely integrated 
steel plant in Utah — that it almost 
defies comprehension. It has been 
classified, for administrative pur- 
poses, into four categories: Air- 
craft, Consumers’ Goods, Capital 
and Producers’ Goods, and Real 
Property. Each of these would con- 


*General Gregory resigned from the 
chairmanship at the end of June, and 
President Truman has announced that 
Maj. Gen. R. McG. Littlejohn, former 
Quartermaster General of the Euro- 
pean Theatre of Operations, will be 
named to replace him. 


tain, if it were possible completely 


to catalogue them, literally thou- 
sands of listings. 


Estimates of the makeup of the} 


$30 billion total vary somewhat, but 
it appears likely that about half will 
consist of Real 


2 


between Capital 


Goods — i.e., heavy machinery, 


trucks, etc.—and Aircraft. These }) 


huge holdings are scattered over the 


entire country, principally in Army }) 
government |) 


depots, Navy bases, 
warehouses, and war plants. 


Up to the end of March, property 


costing some $1,600,000,000 had been 
sold for approximately $630,000,000, 


a return of about 40 cents on the | 
dollar. It will be seen that at this 


Property — war 
plants and other real estate. Con-}) 
sumers’ Goods probably will consti- }) 
tute only about $5 billions. (Some) 
estimates place this figure as high) 
as $10 billions to $13 billions.) The 
rest will be about equally divided!) 


and Producers’ |) 


iy 


in 


rate the job would take years to | 


finish. General Gregory has recently 
announced that WAA will try to 
bring sufficient pressure on the mili- 
tary services and other agencies 


holding war property to complete | 


their declarations of surplus by mid- | 


1947 and that it now plans to dis- 
pose of all this property by mid- 
1948. This program is laudable 
enough, although certainly not too 
much to be expected by a people 
who have a right to demand that 
war surpluses make a significant 


contribution in the fight against © 


inflation. 
New Disposal Policy 


WAA’s plans for increasing its rate 
of disposal call for increasing the 


snumber of its sales outlets, adopting 
more flexible disposal methods and 
impressing its employees with a 
jgreater sense of urgency. The 
vagency has 30,000 employees and 33 
‘regional offices. (So far, 60 per cent 
tof its sales have been made through 
six offices: Chicago, New York, 
Detroit, Philadelphia, Boston and 
| Cleveland. ) 

' No single procedure can be uni- 
eformly applied to the sale of all 
because of the wide 


‘and of the markets in which they 
wmust be sold. Sale in the shortest 
opossible time to the readiest buyer 
‘at whatever price he will pay might 
swell be appropriate to some mul- 
] tiple-purpose raw materials, such as 
jlumber, for which there are fairly 
continuous and reasonably competi- 
j tive nationwide markets. It certainly 
s would not be appropriate to, say, a 
W munitions plant whose machinery 
jand. equipment are neither practi- 
& cally moveable nor readily adaptable 
(to production of peacetime com- 
/modities and whose location was 
¥ governed by considerations of mili- 
‘tary strategy rather than nearness 
© to peacetime markets. Many con- 
Hsumers’ goods could be liquidated 
I quickly without appreciable loss 
§ through channels that would assure 
} their reaching the hands of ultimate 
} consumers promptly. Much of the 
} real estate, on the other hand, may 
) not be salable at all for months. For 
i some kinds of aircraft and equip- 
4 ment there exists a large and urgent 
) demand which will disappear at least 
\ as rapidly as they become obsolete 
) for civilian uses. Other kinds are 


ig 


already unsalable except as scrap. 
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Sales Methods 


The new procedures provide for 
eight different kinds of sales meth- 
ods, some of which avoid the neces- 
sity of clearing transactions through 
the red tape of the regional offices. 
These eight methods are of three 
types: those under which the price 
is fixed by WAA on a take-it-or- 
leave-it basis, those under which the 
price is determined through com- 
petitive bidding by buyers, and those 
under which the price and other 
terms of sale are determined by nego- 
tiation between WAA and the buyer. 

For most kinds of surpluses, 
WAA prefers the fixed-price meth- 
ods. In the case of standard com- 
mercial items (mostly consumers’ 
goods) which are unused, available 
in large quantities and widely scat- 
tered, catalogue selling is to be con- 
tinued but in improved form. Cata- 
logues are to be expanded and made 
more adequate in detail, but they 
will continue to be regional because 
it is considered impractical to at- 
tempt up-to-date inventory listing of 
such heterogeneous and widely scat- 
tered goods. Prices are to be deter- 
mined in reference to trade cata- 
logues, manufacturers’ price lists, 
OPA ceilings,’ market surveys, and 


2The expiration of OPA on June 30 
posed a knotty problem for WAA if 
commodity prices in general began an 
inflationary rise: whether to raise 
surplus property prices and get a 
larger return for the government, but 
feed the fires of inflation; or to hold 
prices down, even though some dis- 
tributors might thereby reap uncon- 
scionable profits. For the time being, 
WAA is holding to the latter policy 
but endeavoring swiftly to work out 
some system for insuring that con- 
sumers will not be gouged. 
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previous disposal sales; and they 
will be reviewed every thirty days. 
In order to avoid undue disruption 
of conventional trade channels, 
trade discounts will be extended to 
wholesalers (including exporters 
and industrial and commercial buy- 
ers in wholesale lots), to retailers 
(including industrial and commer- 
cial buyers buying in small lots for 
their own use), and to purchasing 
agents and commission men. These 
sales will continue to be handled 
through the regional offices. 

Where large quantities of such 
goods happen to be concentrated in 
one location, such as a warehouse 
which ought to be cleared, site sales 
are advertised and buyers invited to 
congregate and inspect the stocks. 
Prices are fixed by WAA. Buyers 
place their orders, which are filled 
in the order of receipt, pay their 
money, and take delivery of their 
goods without dealing through the 
regional office at all. Two thousand 
of these sales are planned for the 
near future. A new type, called a 
warehouse sale (for Capital and 
Producers’ Goods only), is to be ad- 
ministered in practically the same 
way. A few sales of this type have 
already been held with encouraging 
results. 

When surpluses are available only 
in lots unsuited to fixed-price sell- 
ing, spot sales are to be held. These 
are to be administered in much the 
same manner as site sales except 
that buyers will be invited to sub- 
mit sealed bids for each lot. These 
bids will then be opened and each 
lot sold at once to the highest bid- 
der. When the surpluses are in 
mixed lots, particularly of non- 


standard commodities, buyers willl) 
be invited by advertisement, not toy 
congregate, but to send in sealed 
bids by mail. Goods which ail 
be moved by either of the foregoing} 
methods will be offered at ope i 
auction. All sales by sealed bid off 
auction will be consummated locally 
without reference to the regional] 
offices. 

War plants that are subject toy} 
serious and rapid deterioration or}f 
that require heavy additional in-} 
vestment for conversion to peace- 
time uses will continue to be sold} 
by negotiation. Acceptance of bids} 
for such property is subject to ap-} 
proval by WAA high-level officials} 
in order to guard against charges i 
that irresponsible minor officials en-} 
gage in “deals” involving favoritism f 


or the fostering of monopoly. The} 
recent sale of the government-owned] 
steel plant at Geneva, Utah, to the} 
United States Steel Corporation (a! 
subsidiary of which operated the} 


plant under lease during the war) is 


a case in point. General Gregory, | 
it may be recalled, felt obliged to} 
refer the monopoly question to the} 
Department of Justice before con- 
cluding the sale. i 

With certain goods, such as ma-| 
chine tools, radio-communications | 
equipment and aircraft parts and 
equipment, the technical nature of 
which seems to require marketing by 
specialists or servicing which can 
best be performed by the original | 
manufacturer, especially “where the 
inventory is so large as to have an 
abnormal relation to the demand,” 
special WAA-industry agreements 
are negotiated. (In the cases of ma- 
chine tools and aircraft parts and 


) equipment, prices are fixed by WAA 
frather than being subject to the 
pnegotiations.) Some such arrange- 
}ment as this probably is necessary, 
)but it is highly susceptible to abuse 
unless closely watched by respon- 
isible high-level officials. As a mat- 
ter of fact, charges of misuse in 
Fconnection with disposal of elec- 
jtronics equipment have already been 
jmade in Congress and are being in- 
ivestigated. 

Priorities 

Sale of war surpluses is subject to 
jan elaborate system of priorities. 
wExcept for certain items (such as 
jautomotive vehicles, tractors, con- 
equipment, agricultural 
| medical and _ dental 
jequipment, and typewriters for per- 
sonal or business use) on which 
veterans have top priority, Federal 
agencies have top priority and vet- 
ferans secondary, with state and 
tocal governments and non-profit in- 
|stitutions following in that order. 
i5mall business concerns, as such, no 
fonger have priority over large con- 
kerns. 

| These automatic priorities may be 
pverridden by the War or Navy De- 
partments (if necessary for military 
purposes), by the Civilian Produc- 
tion Administration (if necessary 
}o channel materials or equipment 
into critical reconversion indus- 
ries), or by WAA itself (if neces- 
tary to avoid spoilage of perishable 
foods or to relieve storage space, 


1300). The priorities system is ad- 
ijinistered principally by setting 


jside part of the stock for sale to 


| 
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priority buyers during part or all of 
the sale period, and sales to pri- 
ority buyers are at the lowest price 
offered to non-priority buyers. 

The operation of the priorities 
system needs careful watching and 
may be found to require revision. It 
is doubtful that just any Federal 
agency, for example, simply becatise 
it is a Federal agency, has a more 
imperative need for war surpluses 
than any consumer or business con- 
cern, even though the latter may not 
be able to demonstrate to the satis- 
faction of the Civilian Production 
Administration that it is in a “criti- 
cal reconversion industry.” Charges 
of abuse of veterans’ priorities (vet- 
erans acting as “fronts” or “dum- 
mies” for speculative buyers) have 
been made in Congress and are now 
being investigated. 


Ingenuity and Courage Needed 


If war surpluses are to be liqui- 
dated promptly and with optimum 
benefit to the economy as a whole, 
it will be necessary for both seller 
and buyers to exercise considerable 
ingenuity and imagination and to 
have the courage to adopt uncon- 
ventional procedures when occasion 
warrants. War surpluses are not 
“normal” phenomena, and their dis- 
posal should not be expected to fit 
neatly into the economy’s normal 
distribution mechanism. 

Toward the end of 1944, when 
France had been largely cleared of 
German troops, the War Produc- 
tion Board was asked to assist in 
procuring considerable quantities of 
steel rails for the repair of certain 
French railroads whose operation 
would be urgently required for re- 
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lief and rehabilitation shipments 
during the coming months. Every 
American rail mill was already fully 
booked with urgent war orders. 
WPB, however, located several 
thousand tons of shell billets which, 
being of obsolete size and grade, 
were not usable for any of the types 
of shell then manufactured but 
which could be rerolled into make- 
shift rails. These billets were not 
practically adaptable to any likely 
war or postwar use. Their extreme 
hardness made them unsuitable for 
rerolling into conventional multiple- 
purpose forms such as bars, rods, or 
structural shapes, and the rails into 
which they could be rerolled would 
be too brittle and short-lived to be 
acceptable to American railroads. 
They would even have been low- 
grade, contaminated scrap because 
they contained alloying elements — 
nickel, chromium, molybdenum — 
which, though expensive and criti- 
cally scarce, were undesirable. for 
ordinary steel and not practically 
separable. 

WPB, therefore, proceeded to ar- 
range with certain nonintegrated re- 
rolling mills, whose books were not 
filled with urgent war orders, to in- 
stall rail rolls and reroll the billets 
into rails which, though not per- 
fectly satisfactory, were certainly 
better than nothing to the French. 
The United States Treasury which, 
as procuring agent for the Office of 
Lend Lease Administration, was 
called upon to finance the purchase, 
at first exhibited great reluctance 
because the total cost (of the billets 
at their shell steel price, plus trans- 
portation to the rerolling mills, plus 
the charge for installing rail rolls, 


reheating the billets, and rerolling |} 
them) was to be about 50 per cent} 
higher than the standard rail price. |} 
It was shown, however, that very|} 
otherwise be incurred by the gov-}j 
ernment in postwar disposal of the }} 
Ch 
the net cost of the rerolled rails 1 
would actually be lower than the 4 
thereupon assented to the arrange-}j 
ment with alacrity. 
upon wartime experience, but almost |! 
any businessman can cite similarly} 


considerable financial loss would)j 
billets, and that if this were offset 1 
standard rail price. The Treasury } 

This illustration happens to draw j 
ingenious — and economical, when} 


4 
l) 
| 
viewed broadly— instances of peace- | 
time utilization of war surpluses. | 


Overseas Surpluses 


Overseas surpluses, as stated previ-}) 
ously, are administered by the Statet) 
Department through the Foreign 
Liquidating Commission. To date, 
property costing $5 billions has been 
released by the military services to 
the FLC, and it is estimated that 
about $2 billions more remain to be} 
declared surplus. Property costing 
some $2 billions has so far been sold 
by FLC for $700,000,000, a return}! 
of 35 cents on the dollar. (These}} 
figures do not include the overseas} 
surplus aspect of the British Loan|} 
Agreement.) 

Overseas surpluses are sold under}} 
a priorities system giving the fol- 
lowing preferences in order: United}} 
States government agencies}/f 
United States foreign relief agen-}} 
cies, other United States non-profit} 
institutions, veterans, and members} 
of the armed services; United States: 
manufacturers for export; foreign|\ 


{ 


)governments for relief purposes; 
foreign governments for purposes 
tother than relief. They may not be 
‘returned to this country for sale 
‘here; but United States manufac- 
turers may purchase overseas sur- 
Ppluses of products which they 
originally produced, return them to 
!this country for servicing or repair, 
mand re-export them. All prices are 
bnegotiated, and, although a cata- 
‘logue is maintained for each theatre, 
no central inventory is kept. 

_ Disposal of overseas surpluses in- 
@volves few problems of direct im- 
fpact on the domestic economy. This 
jis not to say that the matter is of 
little significance to our interna- 
tional economic relations nor even 
sthat it has little indirect incidence 
pon the domestic economy. Some 
of the issues it raises—the effect 
jon our foreign trade and finance, on 
foreign relief and_ rehabilitation, 
fand on a possible international dis- 
armament program, for examples — 
pare profoundly important but too 
icomplex to be within the scope of 
ithis discussion. 


Summary 


If these domestic surpluses are to 
gmake any real contribution to recon- 
Wversion and the fight against infla- 
(ion, the paramount importance of 
joromptness in their disposal can 
jaardly be overemphasized. Other 
sconsiderations — minimizing of im- 
mediate financial loss to the disposal 
jagency, protection of domestic mar- 
d<ets and normal trade channels, de- 
}velopment of foreign trade, discour- 
fugement of monopolistic practices 
jind speculative buying, and exten- 
ion of priority to preferred buy- 
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ers — need not be ignored; but they 
should be relegated to a secondary 
position. Congress should revise the 
Surplus Property Act to make this 
clear. Indeed, some of the secondary 
considerations themselves need rank- 
ing. Where, for example, normal 
trade channels involve monopolistic 
practices, it is necessary for dis- 
posal authorities to know which is 
considered by Congress, as a matter 
of policy, to be more important — 
protection of the one or discourage- 
ment of the other. 

“Promptness of disposal,” it may 
be observed, should mean prompt- 
ness in reaching the hands of those 
who will actually put the property 
to use either in production or in 
final consumption. Prompt sale by 
the disposal agency to a speculative 
buyer does not necessarily insure 
that property will promptly reach 
the hands of anyone who will put it 
to use. Where speculative or other 


‘distribution delays are not involved, 


however, the disposal agency should 
not be expected to decline a sale 
(unless an alternative sale is avail- 
able or clearly appears to be in rea- 
sonably early prospect) merely 
because it would yield a large imme- 
diate loss to the disposal agency or 
temporarily overload some domestic 
market or trade channel or because 
the buyer happens to be in some 
degree a monopolist or a non-pri- 
ority buyer. 

The recent overhauling of the 
disposal machinery and procedures 
is commendable, but it is equally 
important that the new administra- 
tion live up to its expectations. 
Constant pressure must be exerted 
on the military services and other 
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government agencies holding war 
property to insure that their surplus 
declarations are not delayed by 
mere neglect. Once property has 
been released as surplus, the dis- 
posal agency should liquidate it with 
much greater dispatch than hereto- 
fore even, if necessary, at the cost 
of greater immediate financial loss 
absorption. The new system inaugu- 
rated by WAA is a distinct im- 
provement in that respect, but means 
must be found to minimize abuse 


of the negotiated disposal proce- || 
dures and of the priorities system. || 
Congress and the public ought to || 
limit their criticism of the disposal 
system to defects which really || 
hamper the primary object, and dis- || 
posal officials should not be unduly 
sensitive to carping and politically 
motivated criticism. Finally, both 
disposal authorities and buyers will | 
need to exercise ingenuity and cour- || 
age in adapting war surpluses to | 
peacetime uses. 


Productivity of Labor.— What should be emphasized again and again is 
that living standards depend upon the productive energy of workers, intelli- || 
gently directed. This is clearly understood in a primitive society where the || 
family makes its own clothing, provides its food, water supply and light, and | 
builds its shelter. Under these conditions there are no illusions about the 
urgent need of each member playing his part. Stark necessity compels it. But |) 
in our modern and complex round-about economy there is much confusion }, 
about the source of wealth, wages, and standards of living. Of recent years }| 
in high Governmental circles the people have been told that Uncle Sam can || 
provide an abundant life and security for everyone by the creation of pur- }j 
chasing power. Reduced to a simple formula it meant in effect that the Gov- }| 
ernment would siphon money from taxes and borrowings and then distribute }) 
it back again through spending channels, thus establishing a perpetual force |; 
for sustained prosperity. This formula was accompanied by destructive na~ 
tional policies, including confiscatory taxation, arbitrary wage increases 
above those justified by productivity, strangling of free competitive markets, | 
smothering of personal initiative, penalizing successful job makers, and the 
like. — From New England Letter (First National Bank of Boston), June } 
28, 1946. i 


Ability to Pay.—In establishing public policy, it should be understood } 
that what is at stake in the wage disputes is not the ability of one company | 
or a dozen companies to pay higher wages. It is the welfare and the stability | 
of the whole economy. The issue is, first, whether prosperity is to be in-} 
creased and diffused by distributing the gains of progress, as against 
monopoly of the gains by any group. It is, second, whether current inflation- 
ary trends are to be arrested by keeping restraint on costs, or whether the | 
boom and bust route is to be followed. — From the January letter of | 


National City Bank of New York. 


| HE increasing complexity of 
society has created the need 
4 . . . 
: for a new kind of specialist 
'—the social engineer. Not that 
jthere is still no need for specialists 
fwho are primarily economists, so- 
ciologists, political scientists, his- 
jtorians, psychologists, and lawyers. 
There are many problems confined 
(narrowly to one or another of these 
‘fields, and there is need for research 
sand study within these several areas. 
‘But there is an increasing number 
‘of problems that run across several 
‘or all of the social sciences, and 
a specialist in one social science 
jonly is not competent to handle 
them. These problems need the at- 
rention of one broadly trained in 
She social sciences—a social engi- 
jieer. A specialist in one branch of 
ihe social sciences is too often not 
ufficiently conversant with the 
jother branches to be able even to 
( ork in collaboration with special- 
ests in the other branches. He fre- 
quently is even intolerant, not to 
hay suspicious, of his fellow-special- 
yists in the other fields. There is a 
tendency for the lawyer, the econ- 
mist, the political scientist, the 
ociologist, and the psychologist to 
«ook upon his own discipline as of- 
Yering the only valid approach to 
jiocial problems. Other branches are 
‘egarded as more or less adventi- 
ious. In any discussion of complex 
jocial problems there is the point of 
yriew of the social scientist. The 
jnearest to this point of view is the 


” 
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philosopher’s, but the philosopher’s 
function is to make problems com- 
prehensible, not to solve them. A 
social scientist is one who not 
merely comprehends social science, 
but who is disciplined in the tech- 
niques of the social sciences. 


Variety of Social Problems 


When a social problem (e.g., post- 
war reconstruction) is presented to 
a group composed of persons of di- 
verse training in the social sciences, 
it is interesting to observe that the 
economist has one solution to the 
problem of peace, the political scien- 
tist another, the sociologist another, 
and the psychologist still another. 
Which approach, if any, is the 
sound one? Who is competent to 
evaluate each proposal in its rela- 
tion to all other proposals, to lay out 
a course of action that properly 
takes into account the political, 
legal, social, ethical, psychological, 
and economic factors? He must be 
one who is trained in all these dis- 
ciplines. A person able to solve such 
a problem must be a statesman, but 
he must also be a social scientist of 
the highest order. 

There are many other important 
problems, though of lesser magni- 
tude than the problem of peace, 
which require the attention of the 
social scientist. An illustration is the 
relationship between management 
and labor. In this relationship there 
is involved a contract between em- 
ployer and employee. A contract is 
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a legal creation. Requirements for 
a valid contract and the effects of 
agreement are determined by the 
common law. The extent to which 
government can require the inclu- 
sion or exclusion of certain terms in 
this contract is a mixed problem of 
law and political science. The set- 
ting up of a board with regulatory 
powers over labor and management 
and the functioning of such a board 
are again a mixture of law and 
political science. The ownership of 
the physical plant, its equipment, its 
good will, and the incidents of this 
ownership are matters determined 
by the rules of the common law of 
property. Interference with and reg- 
ulation of this ownership introduce 
questions of Constitutional law and 
political science. 

But the problem of management 
and labor goes much deeper. There 
are the questions of a fair wage, a 
reasonable profit, accumulation of 
surplus, expansion of production, 
security of employment. These are 
economic questions. Then there are 
the problems of health, housing, 
recreation, pensions, unemployment 
insurance. These are mixed eco- 
nomic and sociological questions. 
And through all these run problems 
of individual adjustment and per- 
sonnel administration—mixed prob- 
lems of psychology and sociology. 


Supplementary Techniques 
Required 


Thus we have in this one relation- 
ship a complex of legal, political, 
economic, sociological, and psycho- 
logical questions. What should be 
the training of men preparing to 
deal with these questions either as 


representatives of particular inter- || 


ests, investigators, or officers and 
members of boards having the re- 


sponsibility of making and enforc- || 
ing decisions? Should they not be 


men who can view the entire pic- 


ture? Should they not be men able |) 


to evaluate the economic, sociologi- 


cal, political, and legal factors sepa- || 


rately and in combination? Not that 
they must be experts in each social 


discipline, but they should know its || 


technique, its terminology, and how 


to handle and comprehend its data. | 
As to legal knowledge, for ex- |) 


ample, it would not be sufficient 


that an administrator of labor re- || 


lations have knowledge only of labor 
law. He should have knowledge of 
legal technique and _ terminology. 
He should know the importance of 
and how to determine issues in 
cases. He should know the differ- 
ence between decision and dicta, the 
importance of the requirements of a 
fair trial, how to evaluate precedent, 
when to apply strict and when lib- 
eral rules of construction, and how 
to balance rigidity against flexibility 
in the interpretation of rules. 


A somewhat different field cutting | 
across several fields of the social | 


sciences is found in the administra- | 
tion of the criminal law and juve- | 
nile delinquency. The combination } 


here consists of law, political sci- 


ence, psychology, psychiatry, soci- | 


ology, ethics, and criminology. First, } 
there are the statutory definitions of |, 
what constitutes crime and what | 


penalties shall be imposed for viola- 
tions (law); there is the problem of 


the interpretation of these statutes | 
(law); the problem of the subjec- | 


tive cause of crime — will, motive, - 


‘emotion, mental and nervous ill- 
snesses, heredity (psychology and 


tternal or objective cause of crime — 
environment, parental, school, and 
rchurch training —or lack of it— 
(sociology, ethics); treatment of in- 
smates of institutions (political sci- 
wence and psychology); the problem 
‘of remedial legislation (criminology, 
Mpolitical science, law). 

| Illustrations could be multiplied. 
in fact, any administrative post 
junder either state or Federal gov- 
jernment requires a knowledge not 
honly of the substantive matters dealt 
iwith (economic or sociological) but 
falso of the rules of administration, 
hearings, methods of enforcement, 
relation to other administrative 
fofficers and to the courts, rules of 
statutory construction, evaluation of 
orecedents. These are mixed prob- 
fems of law and political science. 


Law Not a Closed System 


What about the jurist? The tra- 
Mitional attitude of lawyers has been 
'o look upon law as something ofa 


‘rious to the impact of moral, social, 
innd economic forces. The lawyer of 
‘. generation ago could say and 
»robably did say, “That may be bad 


Lpieade made the law Slows to ad- 
Hust to changed conditions and 


jvith them. Despite this attitude, 
jiowever, the law was not wholly 
‘ir even materially bad. Even within 
‘ts shell, principally because many 
senerations of wise and able men 


epsychiatry); the problem of the ex-' 
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were its devotees and practitioners, 
it developed techniques and pro- 
cedures and equitable principles 
that may well be the envy of other 
social disciplines. Despite the pro- 
nouncements of judges and lawyers, 
law was not wholly shelled in. If 
social or economic policy was not 


~admitted openly by the front door, 


it came in secretly through the back 
door. Occasionally a bold judge 
would, with premeditated malice, 
swing open the door in broad day- 
light to other mistresses than the 
law. So, though the law was boast- 
fully proclaimed as the “perfection 
of reason” and as completely unin- 
fluenced by extralegal factors, it 
must be said to its credit that it was 
not. 

Mr. Justice Oliver Wendell 
Holmes was the first to expose the 
fallacy of the traditional conception. 
In his classic book, The Common 
Law, published in 1881, he said, 
“The life of the law has not been 
logic; it has been experience.” He 
was the first to demonstrate clearly 
that judicial decisions were not 
always dictated by precedent. They 
were frequently determined by so- 
cial and economic factors beyond 
the system of legal rules, or by a 
judge’s conception of morality, or 
even by his prejudice. Holmes 
showed that law was not a closed 
system, that it was really a social 
science deriving the reasons back of 
its principles from economics, soci- 
ology, ethics, and philosophy. 

For almost a generation Holmes’s 
views met with little acceptance. 
The real turning point came in 1908, 
when Louis D. Brandeis, later Mr. 
Justice Brandeis, filed a brief for 
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the State of Oregon in the United 
States Supreme Court case of Mul- 
ler v. Oregon. This case involved 
the constitutionality of a law pro- 
hibiting the employment of women 
for more than 10 hours a day. The 
Brandeis brief analyzed the reports 
of 90 different committees, bureaus, 
commissioners, and factory inspec- 
tors, both in America and Europe, 
on the economic and social undesir- 
ability of women’s working in fac- 
tories more than 10 hours a day. 
When Brandeis later became an As- 
sociate Justice of the United States 
Supreme Court, he followed the 
practice of incorporating social and 
economic studies in his opinions. 
The Brandeis innovation was fol- 
lowed by Stone, Hughes, Cardozo, 
Black, Douglas, Frankfurter, and 
other judges of note. Every volume 
of opinions that now comes from 
the Supreme Court contains at least 
some cases documented with extra- 
legal material. 

Thus the law came to be recog- 
nized as no longer a system apart 
from the other social sciences, but 
rather as that branch of learning 
which combines and integrates all 
the social sciences. 


Emergence of the Social Engineer 


Hence, it is now becoming recog- 
nized that the judge, the lawyer, the 
legislator, and the officer or member 


of a board or commission engaged 
in the administration of the law 
applying to business, industry, labor, 
trade, public utilities, carriers, in- 
surance, securities, housing, crime, 
delinquency, education, etc., and the 
leaders and workers in these fields 
should be persons trained in the 
scientific method of examining his- 
torical, social, and economic data; 
persons who are able to organize, | 
classify, and compile statistical ma- | 
terial, construct and interpret tables, | 
graphs, and charts, and make deduc- 
tions and _ generalizations from 
them; persons who have sufficient 
imagination to devise plans for 
social improvements; persons who 
have a knowledge of the basic prin- 
ciples of administration, who are 
familiar with the scope and opera- 
tion of constitutions, statutes, and 
the common law, and who know how 
national, state, and local govern- 
ments function, and the part that 
politics and political parties play in 
the democratic process. 

The opportunity for service to 
society offered to persons with the 
qualifications and training thus out- 
lined will constitute a sufficient re- 
ward for the time and effort spent 
in preparation. Obviously, a student 
must expect to pursue a curriculum 
taking five to seven years to com- 
plete if he contemplates a career as 
a competent social engineer. 


a a a ed eek 


ql HE enactment of the Federal 
h! [ Airport Act, May 13, 1946, 
. was the signal for the be- 
iginning of the biggest period of ex- 
ypansion of the airport system in the 
shistory of aviation. The Act author- 
sizes the expenditure (when appro- 
Ppriated) of $500,000,000 in Federal 
bfunds if supplemented by funds of 
bstates and municipalities. The plan, 
proposed to be executed within the 
next seven years, is to increase the 
number of airports from the present 
lapproximate four thousand to more 
ithan seven thousand, and to improve 
jabout half of the existing airports. 
To be sure that each community will 
find its place in the air transport 
system, it must take the initiative 
tin the formulation of plans for its 
jairport. The engineers for CAA 
)will assist by approving the plans 
and inspecting construction, but the 


4 
initiative and responsibility rest with 
| 
f 


othe municipality, county, or state 
Iwhich desires to have an airport. 
‘The purpose of this article is to out- 
tine the background and provisions 
bf the Act and to discuss some of 
she problems which may be en- 
jcountered in formulating plans for 
ym airport. 


; 


: 


| Functions and Types of Airports 


(Civil airports may be classified for 
jlescriptive purposes on the basis of 
their functions, though, of course, 


' «This is the first of two articles deal- 
ng with the airport system of the 
| Jnited States. 
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such a classification is not definitive, 
because in many cases several func- 
tions are combined in the operations 
of one airport. The traveler on an 
airliner sees the airports which are 
constructed for scheduled air opera- 
tions. These airports are of the 
largest type, many occupying 500 to 
800 acres of land and having several 
paved runways 150 to 300 feet wide 
and over a mile long. At these air- 
ports there are facilities for safely 
landing the huge liners and handling 
the passengers, cargo, and mail. To 
insure the safety of, aircraft in 
movement, the airport must be 
equipped with a control tower from 
which operators with the use of 
radio, signal lights, and—din the 
near future—radar, are able to 
direct traffic on the ground and keep 
aircraft separated while in the air, 
even though the pilots in various 
planes can not see each other. 
Radio beams, lights outlining the 
runways and field, and directions 
from the control tower assist the 
pilot in landing. Facilities required 
for handling the passengers and 
cargo are large paved aprons for 
parking planes near the terminal 
building while loading and unload- 
ing, fences to restrain and protect 
the public, and a terminal building 
to house such conveniences and 
necessities for the air traveler as 
ticket counters, waiting rooms, rest 
rooms, restaurants, and recreation 
facilities. The terminal building 
must also provide space for the air- 
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line personnel and equipment used 
in passenger service, dispatching, 
communications, and station opera- 
tions. The highly important United 
States Weather Bureau must have 
its office at the airport to make its 
weather data available for the plan- 
ning of flight operations. Hangars, 
shops for maintenance work, and 
fueling facilities are required to 
keep planes in the air. 

On the other hand, the airport 
requirements for private flying are 
much more modest. The aircraft 
used are much smaller and the 
length of the landing strips may be 
only 1,800 to 3,700 feet. Paved strips 
for landing and take-offs are not re- 
quired; if the surface is properly 
turfed, private flyers often prefer to 
use the turf rather than paved run- 
ways. Facilities which should be 
available to the private flyer, in ad- 
dition to a safe, adequate field, are 
hangars, shops, fueling facilities, 
weather information, and parking. 
These may be considered the mini- 
mum requirements for the private 
flyer. Some privately owned airports 
have added other features to attract 
the interest of the nonflyer and to 
make not only flying but time on the 
ground as pleasant as possible for 
the flyer. Such features include 
lounges, good restaurants, game 
rooms, hotel-type cabins, and even 
tennis courts and swimming pools. 
For the executive flyer, conference 
rooms and storage for his automo- 
bile are desirable. Thus, the airport 
for the private flyer may range from 
an improved cow pasture to a 
country club of the air. 

Many airports are used by both 
private flyers and scheduled air car- 


riers. As the amount of air activity 
increases, there is an increasing 
tendency to divorce the two types of 
flying. At the largest metropolitan 
airports the volume of commercial 
air traffic is so large that their use 
by private flyers may soon be dis- 
couraged or prohibited. The dis- 
crimination against the private flyer 
is more apparent than real, as his 
needs can be better satisfied by the | 
management of the smaller airport, | 
which can concentrate upon provid- | 
ing that type of service. However, 
for some time to come there will be 
combined operations, because the 
volume of commercial air traffic will 
not justify a separate airport in 
many cities on feeder lines and in- 
termediate stations on main lines. 
Special types of airports are sea- 
plane bases, ports for helicopters, 
and safety fields. Seaplanes are used 
principally in transoceanic opera- 
tions, and their bases are at the 
principal coast cities. Bases for heli- 
copters require only small amounts 
of space, because the aircraft are 
able to rise and descend vertically. 
Thus far, facilities for helicopters 
have not figured in the development 
of airport plans; however, the craft 
seems to show promise for certain 
types of operation such as shuttle 
service for mail, and perhaps pas- 
sengers, between the commercial 
airport and the center of the busi- 
ness district. At the time of this 
writing, the Post Office Department 
has announced experimental heli- 
copter shuttle service for mail in 
Los Angeles, and, if the experiments 
are successful, regular shuttle serv- 
ice will be used in Boston, Chicago, 
Detroit, Los Angeles, and New 


\) 


York. The types of bases and facili- 
tties needed for helicopter operation 
yhave not been well formulated, and 
the experiments of the Post Office 
sDepartment are expected to provide 
waluable information on this point. 
‘A third type of special airport is 
tthe safety field. This type of field 
twas originally developed by the Air 
eMail Service and has since been 
mestablished and maintained by other 
yagencies, at present by the Civil 
fAeronautics Administration. The 
Melds are strategically placed along 
ehe Federal airways so that a pilot 
»n trouble, either mechanical or 
éweather, and forced to make an 
izarly descent can find a field at no 
gzreat distance. The need for a 
yFederally maintained field has de- 
*:reased because of the greater re- 
liability of aircraft and weather 
jnformation, and because in many 
segions the establishment of a mu- 
licipal airport rendered a safety 
jield unnecessary. 

The CAA has developed a classi- 
sication of airports based upon many 
Yactors (for details see Airport De- 
ign, Department of Commerce, 
8944) but in general related to the 
fanding areas and facilities needed 
Yor various size of aircraft. There 
ure five classes of airports. Class 
syne has landing strips 1,800 feet to 
700 feet in length for small pri- 
irately owned planes. Such ports are 
uitable for small communities 
ivhich will not be served by air car- 
tiers and also as auxiliary airports 
n metropolitan areas for private 
lying. Class two has landing strips 
},700 feet to 3,700 feet long and is 
jor the larger privately owned 
nlanes and for small transports. It 
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will usually meet the needs of com- 
munities on feeder lines and with 
populations of from 5,000 to 25,000. 
Class three airports, with strips 
3,700 feet to 4,700 feet in length, 
will accommodate present-day trans- 
port planes and may be needed for 
important points on feeder lines and 
intermediate points on main lines. 
Classes four and five with runways 
of 4,700 to 5,700 feet, and 5,700 
feet or more, respectively, will serve 
the largest planes now in use and 
those planned for the near future. 
These ports are needed for major 
population centers and at important 
junctions and terminals. 


The Present Airport System 
and Its Deficiencies 


The Federal Government has from 
the beginning assumed the responsi- 
bility for the establishment and 
maintenance of air navigation fa- 
cilities such as lighted airways and 
radio ranges. Federal participation 
in airport development has varied 
since 1918. At that time the Army 
offered engineering assistance to 
municipalities that wished to estab- 
lish airports, so that facilities might 
be available for the cross-country 
practice flights of its pilots. In 1926 
the Air Commerce Act was passed, 
which authorized the Secretary of 
Commerce to expend funds for air- 
ways and air navigation facilities 
but specifically exempted airports 
from such authorization. This Act, 
which controlled all Federal policy, 
remained in force until the passage 
of the Civil Aeronautics Act of 1938. 
However, during the depression 
years of 1933 to 1939, the Federal 
Government considered public air- 
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ports suitable projects for work re- 
lief. Consequently, through the 
agencies of OWA, FERA, and 
WPA, large amounts were expended 
on new airports and—more im- 
portant—on improvements to ex- 
isting airports. 

In 1938 Congress passed the Civil 
Aeronautics Act, which is the high 
point in aeronautical legislation and 
which may prove to be the starting 
point of the most extensive and in- 
tensive airport development program 
in the history of any nation. Section 
302c provided that the Civil Aero- 
nautics Authority created by the 
Act should make a field survey of 
the existing system of airports and 
should report back to Congress not 
later than February 1, 1939, with 
recommendations as to whether the 
Federal government should partici- 
pate in the construction, improve- 
ment, development, operation, or 
maintenance of a national system of 
airports, and, if such participation 
was recommended, the manner in 
which the Federal government 
should participate. In compliance 
with the Act, the Authority made a 
very comprehensive survey and sub- 
mitted it, together with recommen- 
dations as to policy, to Congress. 
The first survey and report were 
made in 1939 but Congress did not 
act. The survey and recommen- 
dations were, therefore, brought up 
to date in a report called “The Na- 
tional Airport Plan,’ which was 
submitted to the Committee on In- 
terstate and Foreign Commerce in 
November, 1944. 

The Airport Survey and the Na- 
tional Airport Plan outline grave 
deficiencies in the present system of 


ce) ren 


airports. These deficiencies include? } 
(1) inadequate distribution of ports} 
throughout the country; (2) inade- 
quacy of some airport facilities to 
accommodate the volume of com-} 
mercial traffic and private flying; 
and (3) deficiencies in the runways} 
and other facilities which make it} 
impossible to accommodate the 
larger types of commercial aircraft. 

The first deficiency noted is. per- 
haps the most important. Airports 
are interdependent. One can hardly 
exist by itself. Its only utility is for 
recreational flying, aerial survey 
work, and crop-dusting. Transpor- 
tation is impossible until another 
airport has been established. With 
the establishment of a third airport, 
the utility of the other two is greatly 
increased, and so on. Aviation is pri- 
marily a means of transportation, 
and it can not exist without ground 
facilities at the points of origin and 
destination. The survey indicates 
that in 1944 only 1,635 counties of 
the 3,076 counties in the United 
States, that is, 53 per cent, had one 
or more landing areas. The de 
ficiency was especially noticeable in 
the towns and villages with popula 
tions below 50,000. Most towns with 
more than 50,000 population have 
at least one airport, although it may 
be inadequate. Table I, adapted from 
Table 8 of the National Airport 
Plan, shows the distribution among 
the various population groups. 

The lack of airports in the rural 
regions not only prevents the resi- 
dents from doing any private flying 
and handicaps them in using sche 
uled air-carrier service, but it pre 
vents travelers and cargo fro 
reaching those regions by air. T 
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TABLE I 


PLaces WitH AIRPORTS BY POPULATION GROUPS 


Population Group 


| 
Arospective flyer who is thinking of 
purchasing a plane for travel on 
funting and fishing trips, vacations, 
ind trips to visit the folks in the old 
jome town should seriously study 
‘ne available landing areas before 
haking financial commitments. 
| A second type of deficiency in the 
lystem of airports is found in the 
jaadequacy of certain existing air- 
jorts or groups of airports for the 
resent or potential volume of air 
-affic in those regions. This inade- 
juacy is found principally in the 
aetropolitan centers. In some of 
nem the volume of commercial air 
a affic has become so great that pri- 
sate flying and local commercial 
iying from the municipal terminals 
fas been discouraged or prohibited. 
Vhis places a greater burden upon 
dae smaller airports in the areas, 
ind such airports already are in- 
jiffcient in number and capacity. 
‘he CAA reports that in cities with 
1ore than 500,000 population there 
4 an airport for every 438,585 per- 


0 to 500,000 population there is 
ne airport for every 73,680 persons. 


Number of Percentage of 
Number of | Places With | Places With 
Airports Airports 
14 14 100 
78 70 89 
107 72 67 
213 135 63 
1,630 748 46 
14,710 1,546 10 
16,752 2,585 


The third type of deficiency re- 
ported is in runways and other fa- 
cilities which are inadequate for the 
accommodation of transport air- 
craft. The CAA states that of the 
286 places approved for airline serv- 
ice in 1944, there were 140 which 
had runways shorter than the 5,000 
feet minimum which is desirable. 
Other shortcomings were inadequate 
taxiways, aprons, and obstructions 
in or near the approaches. In some 
cases there were not enough run- 
ways to assure reasonable align- 
ment with the wind for take-off and 
landing. 

The Civil Aeronautics Adminis- 
tration in the National Airport Plan 
not only outlined the deficiencies of 
the present system of airports in a 
specific manner but made specific 
recommendations for Federal legis- 
lation and presented a detailed plan 
for the correction of the deficiencies. 
A general outline of the program is 
shown in the accompanying table, 
taken from the Plan. 

Table II shows how the defi- 
ciencies discussed are to be met. 
Airports in Classes 3, 4, and 5, large 
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TABLE II 


AIRPORTS BY CLASS: 


Airports in Class 


Class 


Present 


Number |Improved|Improved 


OPINION AND COMMENT 


y eee es 


PRESENT AND PROPOSED 
VIG} Total 
roti Ks Additions After 
5 From ce, Comma 
To Be | Notto Be ae ass ion 0 
Class (—) Plan 
845 —357 1,806 2,597 
170 +228 1,101 2,198 
129 +75 101 654 
234 +43 30 520 
252 +11 12 336 
1,630 3,050 6,305 


enough for present-day transports, 
are to be improved with only a few 
new airports added. Class 2 airports 
are for private flying and feeder- 
line operations and are, therefore, 
found in the smaller cities. Not only 
will many airports in this class be 
improved but many new ones will 
be built. The plan for Class 1, which 
is suitable for small-type aircraft, 
calls for the construction of 60 per 
cent of the total of new airports 
under the plan. The large numbers 
of Class 1 and Class 2 airports are 
distributed to alleviate the conges- 
tion in the metropolitan areas and 
to make the small towns in the rural 
areas accessible from the air. To 
highlight the importance of the pro- 
gram in the rural areas further, 
Table III is presented. 

The CAA presents in its plan a 
complete list of all places for which 
airports are proposed. For each 
place there are listed the class of 
existing airport, if any; the class of 
each airport after improvement or 
construction; and the estimated cost 
of each project for preparation of 
land for paving, for lighting, for 


radio, and for miscellaneous items. 
The plan lists 83 airports in Illinois 
at the time of the survey and a total 
of 192 at the completion of the pro- 
posed program. The projected total 
cost for improvements and new con- 
struction in Illinois as given in the 
1944 plan is $40,076,000, exclusive 
of land cost and airport buildings. 


The Federal Airport Act 


The approval of the Federal Airport 
Act on May 13, 1946, provided the 
means of putting into effect the 
National Airport Plan reported by 
the Administrator of CAA to Com 
gress in 1944. The Administrator is 
directed to revise the plan yearly, 
taking into account the needs of 
both air commerce and private fly- 
ing, and he is authorized to make 
grants of funds to carry out the 
plan. 

So that the Administrator may 
begin the program, an appropria- 
tion of $3,000,000 is authorized im- 
mediately for preliminary planning 
and surveys. Authorized appropri 
tions for projects are $500,000, 


Population of Town 


12 be made over a period of seven 
sears with no more than $100,- 
100 000 in any one year. The 
Be priated shall remain available 
ntil June 30, 1953. The Adminis- 
vator may use for administrative 
urposes 5 per cent of the annual 
propriation, but at least $3,500,000 
ind the balance of each appropria- 
fon is to be divided among the 
‘ates and a discretionary fund, on 
ae basis of 75 per cent and 25 per 
at respectively. The funds for the 
‘fates are in turn to be apportioned 
‘mong the states, 50 per cent of the 
sind on the basis of population and 
D per cent on the basis of area. 
jhe share of Illinois is estimated 
¥: about $14,000,000. The amount in 
ae discretionary fund is to be used 
» pay the United States share of 
Joproved projects regardless of the 
Jates in which they are located, and 
‘so to assist in the development of 
\rports in national parks. The avail- 
bility of such a fund gives flexi- 
lity to the program and makes 
ssible a better-balanced system of 
‘rports than could be obtained by 
‘rict adherence to the state sharing 
»rmula. 
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TABLE III 
AIRPORTS BY SIZE OF Town 


Present Number of Total After 
Number of Airports to Completion of 
Airports Be Added Plan 


In general, the United States 
share of an approved project will 
be 50 per cent of the allowable 
project costs for Class 3 or smaller 
airports; for larger airports, the 
percentage is left to the discretion 
of the Administrator but in no case 
shall it be more than 50 per cent. 
One exception is that the Federal 
government’s share of land or air- 
space costs is to be 25 per cent,-or 
possibly less in the case of the larger 
airports. It should be noted that in 
the development of Class 4 and 
larger airports the tacit approval of 
Congress is required before the Ad- 
ministrator can grant the funds. 
The project costs which are shared 
by the Federal government include 
any costs involved in accomplishing 
a project, including field surveys, 
preparations of plans, supervision 
of construction work; acquisition of 
land; easements through airspace; 
construction, improvement, repair, 
and alteration of a public airport 
or ports, including administration 
buildings; the elimination of or 
marking of airport hazards; but the 
construction, alteration, or repair of 
airport hangars is not included. 
Costs will not be allowed unless 


oy 


nia OPINION AND COMMENT if 


q 


BY 


“they are incurred subsequent to the 


agreement between the sponsor and 
the Administrator, are in conform- 
ity with approved plans, and are 
reasonable in amount. Some prelimi- 
nary costs, such as those for field 
surveys and preparation of plans, 
would have to be incurred before a 
project could be formulated and sub- 
mitted for approval. Costs of this 
type may be considered allowable 
if incurred subsequent to passage of 
the Act. 

Any public agency, including the 
United States, a state, a territory, a 
municipality or a tax-supported or- 
ganization (or two of them acting 
jointly),,may make an application 
to the Administrator for approval 
of an airport development project, 
unless the state law forbids the pub- 
lic agency to make such application. 
Illinois law does not prohibit such 
direct application. The applications 
are to be made in accordance with 
prescribed forms and must contain 
supporting information relating to 
the development. These applications 
are matters of public record, and 
provision is made for the hearing 
of parties having substantial inter- 
est in approval or disapproval of the 
application and in the location of 
the airport. 

No project will be approved by 
the Administrator unless certain re- 
quirements are met. They are: 
(1) that funds are available for the 
United States share; (2) that the 
project is in accord with the pur- 
poses of the Act; (3) that the spon- 
sor has legal authority to engage in 
the proposed development; (4) that 
all sponsorship requirements under 
this Act have been met; (5) that 


funds are available for the sponsor’s} 
share of the cost; (6) that thet 
project will be completed withoaly 


undue delay; and (7) that the spon- 
sor holds good title to the landing} 
area of the airport or can give} 
assurance satisfactory to the Ad-| 
ministrator that the title will be} 
acquired. | 

When the project has met the ap-| 
proval of the Administrator, he will 
make a written offer to the sponsor! 
to pay the United States share of|| 
costs and will outline the duties and 
responsibilities of both parties. The} 
offer must be accepted before the} 
United States can be obligated to}! 
pay any portion of the project costs.) 

The administration of the pro-} 
visions of the Act will be decentral-} 
ized. Although policies will bet 
formulated in Washington, the plan- 
ning will be done in the regional and} 
district offices, and conferences be-} 
tween the CAA engineers and the} 
local authorities will be held in the; 
field. Delegations to Washington} 
would simply slow down progress.) 

The Federal Airport Act is de-} 
signed to aid in the elimination of} 
the deficiencies of the airport system 
as it exists today by providing a} 
large part of the funds needed for} 
new airports and facilities. The Civil 
Aeronautics Administration is out-} 
lining in some detail the require-| 
ments for an adequate system and} 
is providing skilled engineers for) 
consultation on individual Projects 
However, the program can not be 
successful unless the states and mu-} 
nicipalities now take the initiative} 
in planning for their own individuall 
projects. The Federal government! 
has offered technical and financial} 


| 
‘| 


/assistance. The governmental units 
authorized to own and operate air- 
ports must now decide whether to 
accept the offer and to proceed with 
ithe planning. 

' Acceptance of the offer by a com- 
) munity should be based upon an ap- 
> praisal of the benefits to be derived 
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port is desired, the community will 
be faced with several problems, such 
as the choice of the governmental 
unit for ownership of the airport, 
the size of the airport, the facilities 
needed at the airport, and the 
choice of the proper site. An outline 
of the approach to some of these 


problems will be given in an article 
in the November issue. 


)from an airport and the costs of 
jy owning and operating it. If an air- 


Full Employment Goal Reached. — In the confusion over the sudden end 
| of Federal price controls comparatively little public attention has been paid 
*to another very important item in last week’s news from Washington. This 
) was the Census Bureau’s report that civilian employment in the United 
) States increased to 56,740,000 in June, while the number of unemployed was 
only 2,560,000. This represents a condition of substantially full employment, 
sfar exceeding the expectations of both Government and business experts, 
) and breaks all past records for civilian employment. . . . Free enterprise has 
breached the Wallace “full employment” goal four years ahead of time. — 
» Russell Porter, The New York Times, July 7, 1946. 


JA Trillion Dollars Spent in This Country.— In the calendar years 1940 
through 1945, $987,000,000,000, or nearly a trillion dollars, was spent in the 
i United States. Of this enormous amount, the Federal government spent $365 
} billions, state and local governments $50 billions, and individuals and corpora- 
» tions the remainder, amounting to $572 billions. The greater part of private 
» spending was $517 billions for consumers’ goods and services; the remaining 
= $55 billions was expended for production equipment. 

i Of the three groups, the Federal government was the only one that came 
} out of the period with a deficit, which amounted to $209 billions. State and 
(local governments came out about $8 billions ahead financially, and indi- 
} viduals and corporations were $201 billions better off at the end of the six- 
) year period. 

These figures, according to Treasury analysts, explain the origin of the 
» huge Federal debt. The government had to borrow to pay the excess of its 
| spending over its income. The Federal debt at present is about $268 billions, 
/ and interest charges amount to $5 billions a year. 
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